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NOV. 30-DEC. 1 a THE PALMER HOUSE . CHICAGO 


N O structure is stronger than its foundation—and no management is better, in the 

final analysis, than its supervisory organization. This Special Conference is de- 
signed for executives in plants and offices who, recognizing the importance of a 
strong supervisory force, want to apply to their supervisors the same type of thinking 
that has been so profitable in developing management at upper levels. At the urgent 
request of AMA members, this special conference will present the tested methods 
evolved by large and small companies to improve the entire supervisory function. 

Reservations are filling up rapidly! I} you want to insure your attendance, it is 
urged that you register without delay. 

Sixteen speakers and panel participants will thoroughly discuss techniques that 
are enabling progressive companies to: 





@ spot men with good potential for advancement 
evaluate their performance cn the job 
aid them to carry increased responsibility 
define the supervisor's authority and status 
set up sound financial incentives 
maintain clear two-way communication 
@ increase the foreman’s sense of accomplishment 


The Special Conference is the first in a series of AMA activities in this important 
area of personnel development. It brings together men who have dealt with every 
phase of the subject, day by day, and year by year. They will share with you their 


practices, conclusions, and recommendations. 


Feature: A Special Conference Kit of illustrative materials and references will 
be given to each registrant. The edition is strictly limited, and only those attending 
the Conference will be able to obtain copies. Much of this invaluable information 
has never before been asscmbled in convenient, usable form. 


in Addition: The Workshop Exhibit will include organization charts, graphs, 
procedures, etc. now utilized by leading companies. 


AMERICAN MANAGEMENT ASSOCIATION 
330 West 42nd Sireet New York 36, N. Y. 


M. J. Dooner, Editor; Vivienne Manrgutis, Associate Editor 
Rotanp Mawn, Assistant Editor 


Tae Manacement Review is published monthly by the American Management Association at 330 West 
42nd Street, New York 36, N. Y., at seventy-five cents per copy or six dollars per year. Vol. XLII, No. 11, 
November, 1953. Entered as second-class matter March 26, 1925, at the Post Office at New York, N. Y. 
under the Act of March 3, 1879. 

Changes of address should be forwarded to the publishers one month in advance, and postal unit 
mumbers should be included in all addresses. — 

The object of the publications of the American Management Association is to place before the members 
ideas which it is may prove interesting and informative, but the Association does not stand sponsor 
for views expressed by authors in articles issued im or as its publications. 

index to Tat Manacement Review is published annually with the December number. The contents 
are also indexed in the Industrial Arts Index. 


Copyright 1953, American Management Association 
THe MANAGEMENT Review is microfilmed by University Microfilms, Ann Arbor, Mich. 











Volume XLII No. 11 


NOVEMBER, 1953 rs 


A Partial List of Management 
Contents aug 


GENERAL MANAGEMENT 
Business Leadership in a Creative Society (Harvard Business Review) ....... 
Is Competition Dying Out? (The Atlantic Monthly) .. 


Preparing for 1954: A Survey of Industry's Plans (Journal of Gis . 
Government Reports Can Save You Money (Commerce) ...... 


INDUSTRIAL RELATIONS 


Labor Relations: Where Are We Headed? (Sumner H. Slichter) . peitabnenas 
Making Your Workers Competition-Consciovs (National Sevemeate Institute, Inc.) sbccbihenicabey 
Can We Achieve Industrial Peace? (Walter H. Wheeler, Jr.) . 

Does the “Open Door" Policy Really Work? (Forbes) 


OFFICE MANAGEMENT 
Electronic Computers: A Revolution in the Office? (Office Managemen?) ...... 
Montgomery Ward's Clerical Incentive Plan (Office Executive) 
White-Collar Pay: It's Keeping Pace (Business Week) . 


MANUFACTURING MANAGEMENT 
Are Our Purchasing Concepts Out of Date? (John A. Hill) 


Eight Fundamentals of Preventive Maintenance (Factory Management and Maintenance) ............ 
Salvage Program Pays Off in Cold Cash (Mill & Factory) 


MARKETING MANAGEMENT 
The Lush New Suburban Market (Fortune) 
Trends in Salesmen's Compensation: A Survey of Company Practice (Dartnell Compentions 
The Telephone Order Board: Weakest Link in Your Sales Organization? (Printers’ Ink) 
Planning Sales Strategy for a Buyers’ Market: A Survey (National 
Industrial Conference Board) eee ees 


FINANCIAL MANAGEMENT 


Employee Thrift Plans Pay Off for Management (The Freeman) 
How High Are Profits? (McGraw-Hill Publishing Company) 


INSURANCE MANAGEMENT 


Appraisals That Don't Appraise (Credit and Financial Management) 
Selling Top Management on Fire Safety (J. M. Hanley) : ceiel 
Medical Coverage for the Injured Worker (Bureau of National Affairs, RE eee ER Ve 


PACKAGING 


Do's and Don't's in Packaging Design (Dun's Review and Modern Industry) 
Does Your Label Pull Sales? (Research Institute of America) .................. 


SURVEY OF BOOKS FOR EXECUTIVES... 
BRIEFER BOOK NOTES 








General Management 











BUSINESS LEADERSHIP IN A CREATIVE SOCIETY 


Winston cuurcuit’s powerful “blood, 
sweat and tears” speech, which did 
so much in 1940 to build morale for 
Great Britain and the Allies at a time 
when the war effort had reached a critical 
state, has now become a classic model—in 
the political field—of the way in which a 
leader can express the purpose of the 
people and rally them to common effort. 
Business men, especially those of us con- 
cerned with personnel, productivity and 
morale, have come to recognize the need 
for much the same kind of leadership, con- 
vinced that only in this way will em- 
ployees ever have the satisfaction of really 
feeling they are identified with the enter- 
prise for which they work. 

It seems to me that we business men 
ought to aim at articulating an ideology 
that, in addition to being an accurate ex- 
pression of management goals, is a little 
closer to the personal and even the religi- 
ous aspirations of the people than any- 
thing we have espoused in the past. Is it 
not possible that we have been thinking 
too much in terms of systems, of eco- 
nomics, of products, of laws? Perhaps 
these approaches should not have failed as 
they did; perhaps they can be improved. 
But in any event it seems to me that the 
fact of their failure (or, at best, their lack 
of any great success) should be accepted, 
and that the most profitable line of in- 
quiry is to turn to a different sort of ap- 
proach altogether. 

Accordingly, I put forward this simple 
proposition: that our society is a creative 
society; that its prime objective, as well 


as its great genius, is its creativeness; and 
that, as creative accomplishment is the 
actual day-to-day goal of modern business, 
it is also the keystone of our business 
philosophy. 

I am thinking of creativeness in its 
widest and deepest sense. Thus, business 
does not exist merely to produce more 
goods and services, or better goods and 
services for more people, though that is 
no small part of its task. Business also, 
particularly in these days, affords the prin- 
cipal or the only means whereby indi- 
vidual men may gain the satisfaction of ac- 
complishing something more than merely 
sustaining their own lives. Pleasure, 
power, and fame appear to be but by- 
products of the efforts we make to be 
useful members of society and to leave it 
with something more than it had when 
we arrived. Perhaps we leave only the 
grain of sand that Robert Frost said he 
wished to leave on the beach of history; 
but at least, if we do that, we can feel 
that we have fulfilled our role in living. 

What I am suggesting is that the great 
goals of happiness, freedom, security— 
even goodness and truth—are values 
which should be viewed as subordinate 
to, and resulting from, a new and positive 
creative ideal. Our people in business 
and elsewhere seem to be driven by an 
urge to build; by a longing to explore and 
reach out; by a desire to realize, through 
men and for men, such things and experi- 
ences as humanity has never known be- 
fore. In this light, our vaunted freedoms 
of thought and action, our sought-for free- 
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doms from worry and want, and even 
our ethical standards of behavior (prod- 
ucts as they are of other places and times) 
are not ends in themselves but rather 
emerge as important values just because 
they support and make possible a crea- 
tive society of men. 

This is the modern heresy: that it is 
not enough to be good, to lead a blameless 
life; we must also be creative. 

But the creative society is based on 
more than the relationship between man- 
agement and workers, indispensable 
though that is in our industrial age. It 
depends on close relationships between all 
fields of human endeavor. Business is not 
“just business.” The Chinese wall be- 
tween business and the home, the com- 
munity, the school, and the church has 
long since been stormed. Business is all 
people, places, and things; it draws upon 
physics, economics, politics, sociology, 


psychology, philosophy, ethics, and aes- 


thetics. 

In a sense, business is also related to 
religion. One of the recurring themes in 
most religions is that God is viewed as 
the Creator and that creativeness is one 


of His essential attributes. Another recur- 
ring theme is that man’s spirit, his con- 
scious “self,” his unique ability to tran- 
scend his material and animal limitations, 
is the essence of God in man. To suggest 
that creativeness may be a basic attribute 
of men in society is thus merely to relate 
these two ageless insights. 

Moreover, it seems that a religious sense 
of wonder, humility, and faith helps us 
to see the vision of a boundless future 
built by the inherent capacities of men 
from all walks of life and of all races, 
creeds, natures, and backgrounds. It is a 
vision of cooperation, togetherness, and 
sharing the great adventure. It is a vision 
of independence and courage that ex- 
plores the far reaches of the universe and 
probes deep into the essence of what we 
call man. It is, in short, a vision of a 
changing, growing, and infinitely exciting 
world which depends for its existence on 
the spirit that is not too sure it is right, 
on a deep-seated desire to open our minds 
and our hearts to the lives of others, on 
the practical sense of give-and-take, and 
on our faith in the growth and develop- 
ment of ourselves and our fellow men. 


—ABRAM T. CoLiier. Harvard Business Review, Vol. 31, No. 1, p. 29:9. 


Nationalization? No! 


“DO YOU THINK the U. S. government should or should not own the banks? Rail- 
roads? Coal mines?” 


After putting that question to “a typical cross-section of voters across the coun- 
try,” the Gallup poll announced that pro-nationalization sentiment in the U. S. 
is weaker today than at any time since the poll began making surveys on the sub- 
ject back in 1936, when over one-third of those polled favored nationalization of 
banks and over one-fourth wanted the railroads and coal mines nationalized. Today, 
only 15 per cent think the government should own the mines; 14 per cent favor 
nationalization of banks and railroads. 

Nationalization has less appeal for those who went to college than for those who 
did not. Percentages favoring coal-mine nationalization: college, 10 per cent; high 
school, 13 per cent; grade school, 20 per cent. White-collar workers favor govern- 
ment ownership less than farmers do; farmers less than manual workers. 

—Time 10/19/53 
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IS COMPETITION DYING OUT? 


Ong oF THE most widely held miscon- 
ceptions about the American economy 
is the belief—accepted by many econo- 
mists and a large part of the general pub- 
lic—that competition is gradually dimin- 
ishing in vigor and is being supplanted 
in many industries by various forms of 
monopoly. If this were true, the matter 
would be most serious. In the tough 
struggle between Communism and private 
enterprise, business needs the spur and 
the discipline of stiff competition to keep 
it dynamic and well managed. 

But inquiry will show that competition 
is not dying out; it is steadily spreading, 
taking new forms, and growing in vigor. 
Here is the evidence: 

The disappearance of various condi- 
tions that have limited competition. The 
growth of our population has made possi- 
ble several competing stores or dealers in 
many places where formerly there was 
room for only one. Moreover, better 
transportation has made consumers more 
independent than ever before of the mer- 
chants of any particular town or place— 
and producers have been exposed to more 
competition from new and distant sources 
of supply. 

The rise of new business methods and 
new types of business organization. The 
rise of mail-order selling has brought vig- 
orous competition into thousands of rela- 
tively isolated communities. Also, the 
grocery chain store and the supermarket, 
which have little respect for the conven- 
tional boundary lines of business, are now 
selling many products in competition with 
the traditional retail outlets. 

New kinds of business are constantly 
arising to threaten the markets of old 
businesses. The motel competes with the 
hotel, the outdoor movie with the motion 
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picture theater, the book clubs with the 
retail bookstores, the vending machine 
with the retail store. 


The increasing number of products, 
services, and processes. The making of 
new products (and the plant and equip- 
ment to produce them) increases the de- 
mand for goods as well as the supply of 
goods because it brings into existence jobs 
and incomes. But the new products can 
get a share of the expanding market which 
they create only by competing vigorously 
with old products for the incomes of 
consumers. 


Changes in conditions that intensify 
old forms of competition. The spread of 
the five-day week has intensified the an- 
cient competition between home work 
and industry. Largely because Saturday 
is no longer a workday in industry, peo- 
ple are painting and papering their own 
houses, even building their own houses 
in all or part, and are making increasing 
quantities of furniture and clothing. 
Moreover, the fact that American fam- 
ilies are already well stocked with a wide 
variety of durable consumer goods is ad- 
ditional reason for producers to improve 
the quality of their goods instead of 
simply reducing the price. 

The expansion of technological research. 
During the last 30 years (and especially 
the last 20), the search for new and better 
products and for better methods in many 
enterprises has become a normal part of 
business operations and is being financed 
out of the current revenues of business 
concerns. Never before in the world’s 
history have existing products and meth- 
ods encountered a greater challenge from 
new products and better methods. 


So important is keen business rivalry 
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that we should not trust to chance that it 
will continue to ,ain in vigor. There are 
a number of ways in which it could be 
encouraged: 


1. Avoid reimposing the excess profits 
tax except in time of war. 

2. Forbid agreements by which manu- 
facturers control the prices which retailers 
charge for the manufacturer's product. 


3. Encourage enterprises to install new 
and better equipment by permitting more 
rapid depreciation for tax purposes. 


4. Withdraw undue protection to 
American industries against foreign com- 
petition. 

5. Encourage able young executives to 
go into business for themselves by chang- 
ing the corporate income tax laws to make 
working for a new and struggling concern 
a more attractive gamble for executives 
than it is today. 


6. Help small companies with an earn- 
ings record obtain the capital needed for 
growth. 


7. Expand the government’s support 
of research, which not only aids defense 
but helps make the national economy both 
more productive and more competitive. 

America is fortunate that its economy 
in the last generation or so has developed 
to such an unprecedented degree this best 
of all kinds of competition. Rivalry in 
efforts to discover new products and to im- 
prove old ones assures us that our funds 
of technical knowledge will grow rap- 
idly and that the economy will be tough, 
adaptable, and prepared for emergencies. 
The daily necessity of meeting new threats 
to their markets will keep managements 
keen and alert and will assure that only 
the most resourceful and progressive 
managements will survive. 


—SuMNER H. Siicuter. The Atlantic Monthly, November, 1953, p. 66:5. 


PREPARING FOR 1954: A SURVEY OF INDUSTRY’S PLANS 


[I xpustry generally looks for a gentle 
slowdown in business during the first half 
of 1954, according to the results of a 
survey which was recently conducted by 
the New York Journal of Commerce 
among 496 top industrial executives in 
representative companies. 

However, through introduction of new 
products and more aggressive selling, 
combined with increased efforts to lower 
costs in order to meet the competitive 
conditions of a buyer’s market, most in- 
dustrialists expect to be able to hold 
declines in sales volume to a minimum. 
Significantly, a number of executives indi- 
cated that they expected their own firms 
to do better than their industries as a 
whole. 


November, 1953 


Executives were not unanimous in ex- 
pecting slower business in the first half of 
1954, although the prevailing trend was 
definitely in that direction. Two of the 
major rapid-growth industries, chemicals 
and air conditioning, look for further in- 
creases in sales volume. 

For the most part, industry anticipates 
no important changes in the selling prices 
of its products. A number of executives 
indicated that they will attempt to main- 
tain prices at present levels, but if com- 
petition necessitates it they will lower 
prices in order to maintain their markets. 

There is considerable belief among in- 
dustrialists that earnings will be larger 
in the first half of 1954 than in the cor- 
responding period of 1953, although this 
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belief is based on the prospect that the 
excess profits tax will be eliminated, 
rather than on an expectation of greater 
business volume. 

A number of executives are inclined 
to feel, however, that increased competi- 
tion will necessitate giving up at least a 
part of this increment in the form of 
lower selling prices for their products. 
However, the majority opinion in several 
important industries—particularly steel, 
automotive, and non-ferrous metals—is 
that earnings will contract. 


Only in a very few instances does in- 
dustry expect to increase dividend pay- 
ments next year. The majority of ex- 
ecutives believe that dividends will be 
maintained at about 1953 levels, although 
there were a few who appeared to be 
rather definitely skeptical of their ability 
to do so. 


About two-thirds of the respondents 
said that in order to offset the impact of 
any business decline they were intensify- 
ing their development of new products. 
About 40 per cent are increasing or re- 
organizing their sales forces and increas- 
ing advertising and promotion; only 7 
per cent indicated they are cutting back 
their spending for advertising and promo- 
tion. About one-third of the executives 
indicated that some cutback in production 
might be necessary, and a few of these 
said that this had already begun. 

About half of industry appears to be 
stepping up plant modernization. Cost 
cutting and efforts to cut costs are ramp- 
ant throughout industry; three-quarters of 
the respondents said that this is a crucial 
problem. Prominent among the measures 
being adopted is tighter control of in- 
ventory. 


—Journal of Commerce, October 20, 1953, p. 1:2. 


The Learning Habit—Key to Continuing Growth 


THE HABIT OF LEARNING cannot be overemphasized as a factor in individual 
efficiency and progress. It determines whether one will go ahead or hit the skids 


during the second half of life. 


There are always a few superior people who keep on learning, and are not 
worried by job changes, since they themselves make changes. As an illustration, 
about one-third of the men cited in Who's Who have changed their occupations 
after they were 35 years old. These men were adaptable, flexible. 


A survey by the Harvard Business Review has shown that executives who had 
the best positions did the most non-fiction reading. The weaker executives, perhaps 
because they were too easily pleased with themselves, did little serious reading. 

Leading and reading go hand in hand. Reading to keep up with the world 
and one’s vocation is one way to keep the habit of learning. 

—Donatp A. Larrp in Trained Men (International Correspondence Schools) 





MORE SMALL COMPANIES: The small business man is in little danger of disappear- 
ing into the maw of Big Business: since 1900, the number of companies in the 
United States has increased almost 400 per cent—a total of 4,050,300 units, ac- 
cording to the National Association of Manufacturers. The rate of increase in 
number of companies actually has been faster than population growth. In 1952 
there were 26 companies per 1,000 persons; in 1900, the ratio was 22 to 1,000. 
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GOVERNMENT REPORTS CAN SAVE YOU MONEY 


I your company is working out tech- 
nical flaws in a new product or looking 
for ways to improve an old one, you'll 
do well to check with the Federal Govern- 
ment before investing in a private re- 
search project. A valuable but little- 
known storehouse of research data, lo- 
cated in the Commerce Department's Of- 
fice of Technical Services, has been a 
treasure-trove of technical information for 
a number of companies that knew of its 
existence and were willing to dig for the 
facts and figures they needed. 

The treasure consists of the reports of 
various government research projects— 
some 3,000,000 of them to date. Much 
of this research was secret at the time it 
was performed, but has been declassified. 
Much that is secret now will later 


be made available. It flows in a steady 


stream from such government agencies 
as the Naval Research Laboratory, the 
Bureau of Standards, the Army’s Quar- 
termaster Corps, and from private or- 
ganizations operating under government 
contracts. 

Some of it comes from technical docu- 
ments captured from the Germans dur- 
ing World War II. The “sunshine in- 
gredient” in one well-known household 
detergent was obtained from seized enemy 
chemical data which were made available 
through the Office of Technical Services. 

Some of it comes from the reports of 
foreign survey teams, brought to this 
country to study American methods in 
the interest of improving the efficiency 
and output of their industries back home. 

Most of it, however, is the result of 
research done by or for some agency of 
the U. S. government. An enormous 
volume of studies undertaken during the 
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last war to improve the equipment of our 
fighting men is now available. It in- 
cludes a great variety of things besides 
actual weapons: for example, the develop- 
ment of an improved last system for 
shoes, tests determining the best methods 
of waterproofing textile fabrics or mak- 
ing them fire-resistant, and research done 
for the Air Force on “psychophysiological 
reactions” of human beings under various 
kinds of stress. 

The Commerce Department’s desire not 
to divulge information which would at- 
fect the competitive position of a business 
concern prevents OTS from telling the 
story of what some manufacturers have 
done in making use of the information it 
has available. In its files, however, are 
letters attesting to the practical value in- 
dividual companies have discovered in the 
research reports. For example, a manu- 
facturer of industrial chemicals bought 
the papers on 500 chemical processes 
when OTS issued its first postwar catalog 
of available reports. Subsequently, the 
company reported to OTS: “It is safe to 
estimate that this has led to our initial 
or greatly improved manufacture of at 
least 50 important products with sales 
value of many hundreds of thousands of 
dollars.” 

OTS estimates that the average gov- 
ernment research project is a $250,000 
undertaking. However, some 1,100 re- 
search reports a month flow into OTS 
to be disseminated to American business 
at nominal rates—too many for the office 
to digest. OTS combs through about 400 
a month and adds them to its catalogs. 

These are research projects for which 
the American business man has contribu- 
ted his taxes, and their results can be his 
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dividends on those taxes if he wants to 
make use of them. The best proof of 
their worth is the fact that some of the 
biggest American companies, who main- 
tain expensive research programs of their 
own, are the Commerce Department's 
best customers for them. 

News of the reports that might affect 
your business comes from two sources: the 
monthly Technical Reports News Let- 
ter, which briefly summarizes a few re- 
ports which are deemed to have general 
application, and the monthly Bibliog- 

—JACK Posins. 


Commerce, 


raphy of Technical Reports, containing 
a more comprehensive summary of the 
reports that have been added during the 
month. Subscriptions to either publica- 
tion may be obtained from the U. S. De- 
partment of Commerce, Office of Tech- 
nical Services, Washington 25, D. C. The 
news letter costs 50 cents a year; the 
bibliography, $5.00. The latter provides 
a list of the prices of the new reports, 
order blanks, and complete information on 
where to order reports. 

October, 1953, p. 15:5. 





HOW BIG is your Christmas gift list? A nation-wide survey shows that Christmas 
gifts to customers, employees, and trade outlets cost American management over 
$80 million last year, reports Sales Management magazine. The average outlay 
per company was $3,528. 














“We're just one big happy family here 
and I’m sure you'll find me—at ease, men 
—easy to get along with." 








—Reprinted by special permission of The Saturday Evening Post. 
Copyright, 1953, by The Curtis Publishing Company. 
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Management's 10,000-Plane Air Fleet 


SINCE 1940, when only 400 companies were flying their own planes, executive 
flying has become the second-largest branch of civil aviation. in the first half 
of this year an estimated 10,000 executive flying aircraft flew 2 million hours, 
compared to the 1,240,790 hours of flight time logged by the 1,061 scheduled 
domestic-commercial airliners. Last year executive planes flew 2 billion passenger- 
miles, about one-sixth as many as the record-breaking commercial airline total. 
Some 8,000 corporations, including most of the big ones, have $200 million in- 
vested in air fleets and ground facilities, and spend about $75 million a year 
maintaining them. 

Executive aircraft uses range from softening up sales prospects to shuttling 
Arabian American Oil Co. employees between New York and Saudi Arabia. One 
Arizona bank uses a Piper Tri-Pacer to look over farm crops as loan risks. 

In general, business uses two kinds of planes. One is the four-to-six seater that 
can be piloted by the executive himself. These relatively small single- and twin- 
engine planes account for about 80 per cent of the executive air fleet. The other 
type, representing a larger share of the dollar investment, is the big, fast, 10-to-20- 
seat professionally piloted twin-engine plane, the DC-3 and Lockheed Lodestar. 
Planes in this class can be fitted out as flying executive offices. 

Operating costs vary widely. A Piper Tri-Pacer costing $6,195 takes about 
$4,900 a year to operate, including amortization charges. A DC-3 that cost 
$150,000 or more (depending on the plushiness of the interior appointments) eats 
up an annual budget of some $105,000. 

One thing that has helped stimulate executive air-mindedness is the fact that a 
company plane can be treated as a depreciable asset and written off in four or five 
years, minus 10 per cent salvage. Another factor is the remarkable safety record 
of company plane travel: one fatality per 200 million miles flown. Insurance com- 
panies that two years ago charged an additional $5 per thousand to insure executives 
who flew their own planes have lowered or eliminated the differential entirely in 
many instances. 





—Fortune 11/53 
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IMPLEMENTING INTERCHANGE OF KNOW-HOW 
BETWEEN BUSINESS AND GOVERNMENT. By 
Harold F. Smiddy. Advanced Management 
(74 Fifth Avenue, New York 11, N. Y.), 
September, 1953. $1.00. Despite different 
goals and motivations and frequent break- 


1S THERE AN EXECUTIVE FACE? By Perrin 
Stryker. Fortune (9 Rockefeller Plaza, New 
York 20, N. Y.), November, 1953. $1.25. 
Belief that there is a direct connection between 
a man’s physical appearance and his personality 
and character is so imperishable, this article 





downs in communications, business and gov- 
ernment have enough common problems to 
which fundamental management principles are 
applicable to devise means of exchanging their 
know-how, the author believes. Counteract- 
ing the barriers to communication, he says, 
are the cross-flow of career personnel, the 
facilities for interchange provided by universi- 
ties and professional management associations, 
and an increased appreciation on both sides 
of the desirability of increasing understanding 
and pooling knowledge. 
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says, that today there are some 2,000 followers 
of the late Holmes Whittier Merton who 
regard his face-rating system as the perfect 
technique for evaluating and selecting execu- 
tives. Line and staff executives look very 
different to faithful Mertonians, who derive 
personality ratings from observation of 108 
different facial areas. 


FREE ENTERPRISE—RUSSIAN STYLE! By Albert 
Parry. Commerce (Chicago Association of 
Commerce and Industry, 1 North LaSalle 
Street, Chicago 2, Ill.), October, 1953. 35 
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cents. Despite stringent decrees and ukases 
to the contrary, private enterprise continues 
to exist in Russia and to harass Soviet authori- 
ties, this author finds in his study of the 
Soviet press. Some of the offenders are, in 
fact, lesser government functionaries. A com- 
mon illegal arrangement is the false “coopera- 
tive,” in which unauthorized but profitable 
goods are produced by “members” who are in 
fact employees of a private entrepreneur. 


BEFORE | WOULD INVEST IN ATOMIC ENERGY. 
By Harold C. Urey. Commerce (Chicago 
Association of Commerce and Industry, 1 
North LaSalle Street, Chicago 2, Ill.), Octo- 
ber, 1953. 35 cents. A nuclear scientist 
urges the return of atomic energy develop- 
ment to private enterprise to speed progress 
in the field. He states that he would be will- 
ing to invest in the field if: 1) the govern- 
ment would sell fissionable material on a 
“realistic cost basis,” not a cost that includes 
past research for military purposes; 2) private 
industry were allowed to own patents. 


FASTER READING . . . GREATER EFFICIENCY. 
Canadian Business (524 Board of Trade 
Building, Montreal, Canada), October, 1953. 
50 cents. Methods and instruments used in 


industrial reading-speed courses, prescribed by 
the author for ed executives with less-than- 
S, 


expert reading skills, are described here by a 
university reading therapist. Equipment and 
materials cost between $1,600 and $2,000, the 
author says; but some equipment, such as the 
movie projector and eye-screening instrument, 
may be provided by the therapist who is em- 
ployed to run the program. 


RECESSION THREATS AND DEPRESSION SAFE- 
GUARDS. By Edwin G. Nourse. Vital Speeches 
33 West 42 Street, New York 36, N. Y.), 

ctober 1, 1953. 30 cents. We may avoid a 
recession and attain a steady level of “normal 
prosperity” if we do not underestimate the 
seriousness of our economic problems or over- 
estimate the available means of control, this 


economist believes. Considering the decelerat- 
ing forces and the possible safeguards against 
them, he calls upon bankers to be courageous 
in handling credit when a down-turn in the 
economy seems imminent. 


TREND TOWARD DIVERSIFICATION SLACKENS .. . 
MANAGEMENT WARNS OF PITFALLS. Industrial 
Marketing (200 East Illinois Street, Chicago 
11, Ill.), September, 1953. 25 cents. Ten 
executives give their views on diversification of 
products, many of them predicting that while 
the trend of the last decade will continue, it 
will do so at a less accelerated rate and with 
management more fully aware of the dangers 
involved. One executive believes, for example, 
that broader product lines can help stabilize 
production; but that wide diversification also 
threatens the producer with becoming a “jack 
of all trades and master of none.” 


HOW—AND WHY—STANDARD OIL PUTS ITS 
PUBLIC RELATIONS IN WRITING. By David J. 
Atchison. Sales Management (386 Fourth 
Avenue, New York 16, N. Y.), September 
15, 1953. 50 cents. A sales field manual 
recently prepared by the public relations direc- 
tors and advertising managers of Standard Oil 
Company (Indiana) has made possible a co- 
ordinated public relations policy and practical 
help for company field ioe The company 
believes that writing down public relations 
objectives forces all policy makers to think 
through each phase of the program and to 
evaluate good public relations as a management 
function. 


NO ABLE-BODIED NEED APPLY. By Lois Mattox 
Miller and James Monahan. Nation’s Business 
(U. S. Chamber Building, Washington 6, 
D. C.), August, 1953. 60 cents. How a dis- 
abled executive and 55 severely crippled or 
blind workers have made $50,000 profit in 
seven months for Abilities, Inc., subcontractor 
to a dozen large corporations and producer of 
electronic units, precision mechanical as- 
semblies, etc. 





Francisco. 





AMA GENERAL MANAGEMENT CONFERENCE 


An AMA General Management Conference will be held Tues- 
day through Friday, March 9-12, 1954, at the Fairmont Hotel, San 
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LABOR RELATIONS: WHERE ARE WE HEADED? 


SUMNER H. SLICHTER 


Iw sprre oF recent changes in our na- 
tional administration, in the leadership of 
the two great labor federations, and in 
economic conditions, it would be a mis- 
take to conclude that this country is on 
the verge of a new era in labor relations. 

Labor relations in the United States are 
rooted in fundamental characteristics of 
the American environment, which change 
very slowly. Such changes as are likely 
to take place in the course of the next 
decade may be considered under four 
principal heads: (1) the outlook for or- 
ganization; (2) the outlook for bargain- 
ing methods and results; (3) the charac- 
teristics of unions and the role of unions 
in the community; and (4) public policy 
toward industrial relations. 

THE OUTLOOK FOR ORGANIZATION 

Today approximately 15 million work- 
ers—about one-third of all non-profes- 
sional, non-supervisory, and non-military 
employees—are organized. Their number 
will continue to grow, but the growth will 
probably be slow because union gains must 
be achieved mainly among workers in 
small plants, where management can some- 
times successfully resist organization; 
among white collar workers, who still con- 
sider themselves above unionism; and in 
the South, where many communities are 
hostile to unions. 

Whether union membership will grad- 
ually become increasingly concentrated 
among a few large unions is far from cer- 
tain. The only large union which is in 
a good position to expand in the great 
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unorganized parts of industry is the 
Teamsters, which within a decade may 
well be by far our largest labor organiza- 
tion. 


OUTLOOK FOR 
BARGAINING METHODS AND RESULTS 


Long-term contracts will not spread to 
any great extent. They have little or no 
appeal to unions, because unions thrive 
on negotiations; and few managements 
will be willing to pay the price which 
unions would expect for a long-term con- 
tract. Nor will adjustments of wages 
to changes in the cost of living or to an 
improvement factor spread significantly. 
The growing belief that there may be 
some drop in the cost of living will make 
automatic cost of living adjustments less 
attractive to unions. 

There will, however, probably be con- 
siderable pressure from unions to make 
employers supplement unemployment 
compensation with additional payments. 
Most employers are not financially able 
to guarantee an annual wage to a large 
proportion of their workers, but supple- 
mentary unemployment compensation 
paid out of funds accumulated in good 
years is within the reach of most em- 
ployers. .It therefore seems likely that 
unions will have some success in this 
area. 

Industry-wide bargaining is not likely 
to increase significantly. Much more likely 
is the spread of “pattern bargaining,” 
which is already well established in the 
principal industries. 

Whether wages will rise faster than 
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output per man-hour, thus increasing costs 
per unit of output, depends chiefly on 
employment, which determines the rela- 
tive bargaining power of unions and em- 
ployers. If unemployment averages more 
than 5 or 6 per cent, productivity will 
probably rise a little faster than wages 
and labor costs will go down. If unem- 
ployment averages less than about 5 or 
6 per cent, wages will go up a little more 
than productivity and labor costs will 
rise. 


CHARACTERISTICS OF UNIONS 

AND THEIR ROLE IN THE COMMUNITY 

Certain conditions have made collective 
bargaining work quite satisfactorily from 
the standpoint of employees—and have 
thus strengthened the traditional charac- 
teristics of American trade unions. On 
the other hand, gains in union strength 
and membership have been an influence 
for change because they have helped to 
develop new attitudes toward unions on 
the part of employers, the community at 
large, and public officials. ° 


Employers have been influenced be- 
cause they now accept unions as here to 
stay. The community at large is slowly 
changing its attitude toward unions be- 
cause of their increasing power. In the 
past, unions were regarded as underdogs 
entitled to sympathy and special priv- 
ileges; but today the community is grad- 
ually becoming disposed to treat unions 
more or less as it treats other powerful 
economic organizations. Finally, public 
officials have been slowly changing their 
attitude toward unions. Legislatures now 
realize that unions are so large and power- 
ful that the government must stand ready 
to protect the community against abuse of 
this power. 


Prior to 1933, public policy toward 
unions could be described as one of laissez- 
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faire or “hands off.” The Roosevelt ad- 
ministration converted this into a policy 
of encouragement; subsequently, the gov- 
ernment was forced to replace this policy 
with one of control, the principal mani- 
festation of which is the Taft-Hartley 


Act. 
FUTURE GOVERNMENT POLICY 


The policy of control is likely to con- 
tinue. It does not interfere with the nor- 
mal functioning of unions; on the con- 
trary, it probably helps unions by making 
them less likely to abuse their power. 
The Taft‘Hartley Act, while crudely 
drawn and containing defects of detail, 
has the great merit of embodying the 
principle that basic labor legislation must 
be balanced and two-sided, instead of 
one-sided. The public is not likely to 
tolerate changes in the law that would 
destroy its two-sided nature. 

Will unions encroach seriously upon 
the so-called “prerogatives” of manage- 
ment? Unions will continue to be vigor- 
ous and useful critics of the decisions that 
management makes; but they have not 
shown interest in taking over the actual 
making of managerial decisions. It is 
unlikely that they will try; the essential 
interests of the workers are adequately 
protected if the basic framework of rules 
and policies within which management 
judgments are made is jointly determined, 
and if decisions are subject to challenge 
by the union. 

Will unions cease to be a strong and 
effective challenge to management? It 
seems unlikely that labor-management col- 
laboration will get very far, since neither 
managers nor unions desire it. When 
working together with management is a 
natural course of action for unions they 
will do so; but it is perfectly business-like 
for buyers and sellers to bargain vigor- 
ously over the terms of sale. Hence, I ex- 
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pect our business-like unions to press man- 
agement stubbornly for wage and other 
concessions. 

Provided with strong unions that raise 
wages faster than productivity increases, 
guarded in most cases from layoff by 
some years of seniority, protected from 
want during unemployment by high un- 
employment compensation, and protected 
from arbitrary treatment on the part of 
management by an elaborate system of 
trade agreements, shop stewards, and 
grievance machinery, American workmen 


will be fundamentally conservative on 
issues of social policy. 

Give men hope, let them become ad- 
justed to their environment and success- 
ful in realizing their ambitions, and you 
have a community of conservatives. Even 
more in the future than in the past, there- 
fore, it is imperative that the economy 
expand at a good rate, that it avoid seri- 
ous recessions, and that it succeed in giv- 
ing people the steady increases in their 
standard of consumption that they have 
learned to expect. 


—From an address before the Labor Relations Council, Wharton School of Finance 
and Commerce, University of Pennsylvania. 


MAKING YOUR WORKERS COMPETITION-CONSCIOUS 


Misr economists on the business scene 
today are predicting tougher sailing ahead, 


with competition the big factor to be 
reckoned with. The consumer is becoming 
more selective, picking and choosing with 
a keener eye for quality and for price. 

To the average worker, this buyer- 
shy condition is essentially a front-office 
problem. “That's what management's 
getting paid for—to sell our product,” is 
a typical comment. 

But an increasing number of companies 
are letting their rank-and-filers in on some 
important facts of economic life. The 
days of the “sheltered” employee are be- 
coming rarer. If sales resistance is on the 
rise, then telling employees about it can 
help get their cooperation in doing a bet- 
ter job to cut costs and improve quality. 
For example, one company told its em- 
ployees who were going on vacation to 
“talk up the product” with people they 
met on their trips. 

Another twist in employee economic 
education is to tell something about the 
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competition. Many workers get the no- 
tion that other firms making the same or 
similar products are no threat to them 
or the company—or else they feel that 
promoting sales or keeping costs down are 
matters with which they have no concern. 

To help employees overcome such false 
notions, the Dictaphone Corp. (Bridge- 
port, Conn.) has set up a permanent dis- 
play of competitor products. During an- 
nual-report time employees are assembled 
in groups, and one of the executives gives 
a word picture of the company’s financial 
position. He stresses competition and tells 
how much of the market others have or 
are usurping. Questions from employees 
are encouraged. 

A blunter approach to the competitor 
problem was recently taken by the Singer 
Sewing Machine Company (New York), 
which handed employees a double-page 
spread filled with photos and names of 
every model of sewing machine manu- 
factured abroad and imported into this 
country. 





Another twist to the facts of business 
life is the campaign now being conducted 
by Pitney-Bowes, Inc., Stamford, Conn. 
The company has come out bluntly and 
asked its employees to recommend more 
customers. Working through the sugges- 
tion system, tips on possible new accounts 
are passed on to the sales department. If 
the employee's idea nets a customer, the 
worker receives a reward. 

It is just as important to tell employees 
when business picks up or new orders 
flow in. Business news has given workers 


a feeling of insecurity; they want to know 
just where they and the company stand in 
relation to the economy. Here, Minnea- 
polis-Honeywell Regulator Co. used a 
novel technique. When the company re- 
ceived a new $16-million order for the 
manufacture of an automatic pilot for jet 
fighters, the good news was rushed to 
press via a special issue of the employee 
house organ. This was followed by a 
letter to workers with a reassuring mes- 
sage on the future outlook for the com- 
pany’s business. 


—Employee Relations Bulletin (National Foremen's Institute, Inc.), October 14, 1953, p. 6:2. 


Reading Racks: A “Custom-Built’” Program Pays Off 


MORE OFTEN than not, companies instituting a reading-rack service have done so 
without giving much consideration to the particular needs and interests of their 
employees. Some firms, however—among them the H. J. Heinz Company, Pitts- 
burgh—have adopted the principle only and developed their reading-rack com- 
munications program on virtually a tailor-made basis. 

Heinz started its service in 1951. Locations for the racks were carefully chosen; 
after several tests, it was decided that the best spots were in the dining rooms for 
the factory employees. To reach the office personnel, the boards were placed on 
the ground floor of the office building, near the elevators. 

Every rack holds eight sets of pamphlets, each set in its own pigeonhole where 
the title of the booklet may be plainly seen above the encouraging slogan, “Help 
Yourself.” 

In most concerns, reading rack material is supplied on a weekly or semi-weekly 
basis. At Heinz, heavy acceptance of the material makes it necessary for replace- 
ments to be made daily. By refilling time, the racks are generally empty. 

The pamphlets are purchased on the basis of about one for every three employees. 
Approximately 200 different pamphlets have been presented since the program 
was introduced. 

The recipe booklets which Heinz publishes for consumers make their first ap- 
pearance in the employee reading racks. There is much employee interest in the 
“how to” type of booklet, so about 20 per cent of the selections are of this 
character. Other themes include safety, home-making, sports of all kinds, medicine, 
charity campaigns, and such subjects as communism. These all “pull” about equally 
except for the charity campaign literature, which has a fairly light appeal. 

—Industrial Marketing 8/53 





SHOT IN THE ARM: When officials at Shure Brothers, Inc., Chicago learned that 
medical authorities expect flu attacks this winter to be outstandingly severe, they 
offered employees special flu-prevention injections—with the company paying the 
bill. Over 90 per cent of the workers voluntarily accepted injections of a compara- 
tively new influenza virus vaccine, administered by the company’s two regular 
physicians. A second (booster) injection will be given in January. The company 
also offers chest x-rays for all workers at 18-month intervals. 
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CAN WE ACHIEVE INDUSTRIAL PEACE? 


Most or us in management today are 
beginning to recognize that our principal 
assets are our employees; that a soundly 
organized and functioning personnel de- 
partment is essential to the running of a 
successful business. In this respect, our 
concepts have been revolutionized in one 
generation. Most top management men 
now stand ready and willing to back up 
the industrial relations executive in the 
job he has to do. 

Both management groups still have 
much to learn when it comes to employee 
relations. We need to know more about 
working with employees individually, 
about advising and consulting with them 
on the business—particularly on changes 
that affect them, about providing more job 
interest and reward for unusual effort, 
about ways of stabilizing employment, 
about the potentialities of profit sharing, 
and about many other related matters. 

The other side of the coin concerns 
labor. The American labor movement is 
just beginning to reach that maturity and 
power which develops a wider and broader 
sense of responsibility. Because the labor 
group by far outnumbers any other group, 
in the future it is very possible we shall 
have pretty much the kind of government 
and the kind of society that labor attitudes 
and labor wisdom bring about. This can 
be a free and vigorous society only if 
management, labor, and the public, each 
respected and responsible, balance one an- 
other and function as partners. 

Today’s labor leader has, I believe, even 
a tougher assignment than a management 
leader. If a top management man believes 
in a broad policy of public responsibility 
he has, primarily, only his board of direc- 
tors and associates to convince. The labor 
leader, on the other hand, must represent 
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masses of people whose educational op- 
portunities have been limited and whose 
emotions can be played upon by the un- 
scrupulous. It is not easy for a responsible 
labor leader to try to tell a crowd what 
it doesn’t want to hear: that you can't 
get more out of the barrel than is put in 
by production; that taking everything 
away from the so-called rich would pro- 
vide little per capita for the poor; that 
opportunity and incentive must be pre- 
served, even though they are sometimes 
abused; that the test of most economic 
actions is whether they will work now and 
help us to progress, or whether, if tried 
now, the net effect will be to set us back. 

Difficult though these problems are, 
however, labor leadership must inevitably 
cope with them just as management must. 
For when the public believes that either 
labor or management is interested only in 
getting the maximum advantage and bene- 
fit for itself, the public will see that re- 


straints are put on by government—as 
both have learned. 


I think a new attitude is growing in la- 
bor leadership—an attitude which gives 
every indication of being much more rea- 
sonable and more responsible than in the 
past. This poses a counter-responsibility 
for management, and particularly for 
those who handle industrial relations. We 
must be open-minded enough to sense the 
change and anticipate it; and we must en- 
courage emerging labor maturity by meet- 
ing it fairly and sincerely. For some in 
management, who have grown bitter in 
the struggle, this is not an easy thing to 
do. But it is very necessary. 


The human problem in industry is 
basically one that must be solved by the 
human heart. Intelligent techniques are 
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valuable only to the extent that they are 
motivated by the heart, and are sincere. 

This is just as hard for the industrial 
relations man to articulate and to make 
convincing to management, from foreman 
to president, as it is for the wise and re- 
sponsible labor leader to convince his mem- 
bers of the realities of economic life. It 
is no simple matter to persuade men in 
management that however willful and sel- 
fish people are, they still can and will 
subdue their individual ways and work 
in harmony for the common good; that— 
as Thucydides said—of all the uses of 
power, restraint impresses men most; that 
the more we trust employees with all the 
facts of our business, the more they are 
inclined to accept our judgment and de- 
cisions concerning those facts; that if the 
time ever comes when we succumb to the 
corrosion of cynicism, we shall no longer 
be fit to lead. 

Those who practice the relatively new 
and difficult art of personnel relations 
must play the key role in this job. In my 
opinion, the wise and persuasive personnel 
manager is the vital man in the middle, 
whose unenviable but challenging task it 
is to convince management and employees 
that there are paths to agreement if they 
will only seek them in good faith. 

If management and labor are to ap- 
proach their mutual problems with new 








understanding and fresh hope, the simple 
necessity—easy to say but terribly difficult 
to summon and sustain—is faith in each 
other. The day of the hardboiled money- 
and-power-grabbing tycoon is gone—and 
so is the day of his counterpart in the 
union movement. With both of these 
stereotypes fading into the background, 
the time has come for us to heal this 
senseless labor-management breach and 
work together for our common good, and 
for the good of the nation as a whole. 


We should know by now that business 
must assume a social and moral leadership, 
as well as an economic one. We must 
cope with such problems as the stabilizing 
of employment at a high level; the better 
integration and fairer upgrading of minor- 
ity groups; the securing of greater partici- 
pation‘and understanding of our businesses 
by employees; more employee stock owner- 
ship and sharing in business progress; and 
the development of more privately insured 
security. 

Needless to say, business management 
cannot meet this broader challenge alone. 
We need the understanding and the co- 
operation of labor, investors, the profess- 
ions and the general public. But it is 
definitely our responsibility to lead in these 
fields of social progress, if freedom and 


opportunity are to prevail in the era 
ahead. 


—From an address by WALTER H. WHEELER, Jr., before the 


California Personnel Management Association. 


State F.E.P.C. Laws—A Growing Trend? 


ANALYSIS of labor bills being introduced into state legislatures shows a heavy con- 
centration on “fair employment practices." Many contain compulsory provisions like 
the one introduced in the Pennsylvania Senate: violations punishable by a $100 to 


$1000 fine, or one year's prison, or both. 


A variation of the standard anti-discrimination bill is one which makes it a 
misdemeanor for the employer to discriminate against the physically handicapped. 


—Lawrence Sressin in Mill & Factory 8/53 
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A Pocket Lexicon of Handy Cliches 


ALL THE WORLD must love a cliche. Else, as Lincoln once remarked of the common 
man, we wouldn't have so many of them. 

Every group, every profession has plastered a towering wall of cliches around 
itself. In human relations, we have suddenly developed “areas of ignorance.” We 
talk gravely of “grassroots philosophy” and the “dignity of man.” Businessmen, 
for reasons of their own, invade football's domain for their jargon. Sales man- 
agers whip their staffs to fever heat with exhortations to “carry the ball and hit 
the line hard.” 

Cliches abound, too, in the field of employee communications. Here are some 
phrases especially beloved of management, along with the translations that might 
be supplied by a skeptical employee: 


Cliche 


Numerous surveys show 


Translation 


It's our private opinion, and we don't 
like to be contradicted. 


Costs have risen sharply, while prof- 
its remain at the same general level. 


Get ready for a price increase. 


Almost overnight 
Management is confident that 


Return with restored vigor and re- 
newed interests in the tasks ahead 


There is every reason to assume that 


Congratulations on a job well done 


In the long run 

Much important work yet to be done 
Approaching an interesting condition 
Must utilize manpower more efficiently 


Our American Way of Life 
High levei of productivity 


Wholesome exchange of ideas 


Anything less than a year. 
We're keeping our fingers crossed. 


Get back to work; the vacation's over. 


It’s up to you to make it come true. 


What do you think you're getting 
paid for? 


Don't give up so easily. 

Well, what are you waiting for? 
Be ready to run either way. 
Somebody's loafing. 


Ten more payments, and the Buick's 
mine. 


Step on it, boys; the stockholders are 
watching. 


We'll listen to you and then do it 
our way. 


—Reporting (International Council of Industrial Editors, Inc.) 9/53 





UMBRELLAS ON LOAN: Employees of the National Cash Register Company (Dayton, 
Ohio) aren't caught unprepared by a downpour at quitting time. Umbrella requisi- 
tions, made out on request by department clerks, may be exchanged for umbrellas 
at the gate. No charge is made to the employee for the first 24 hours. The com- 
pany keeps a supply of 6,150 umbrellas on hand, loses less than 12 a year. 
—Factory Management and Maintenance 9/53 
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DOES THE “OPEN DOOR” POLICY REALLY WORK? 


A wore Nae and hackneyed concept 
in labor relations than the so-called “open 
door” policy would be hard to find. In 
most cases, it is little more than an empty 
phrase, a rationalization for a lack of 
imaginative employee relations. 

The notion that any employee is free 
to walk in on the “big boss” and air his 
grievances — with no retribution — just 
doesn’t work out in the stratified social 
order of a factory or an office. 

The trouble with the open-door policy 
is that many executives fool themselves 
into thinking that they've got a real op- 
erating procedure. The fact that no one 
ever uses it doesn’t seem to drive home 
the fact that maybe the workers don’t 
cotton to it. 

Why? There are many reasons. One 
is the matter of status. The Boss, no 
matter how democratic he may be, is 
still an inaccessible figure—in the em- 
ployee’s mind. Another is that the em- 
ployee who takes his gripe all the way 
up to the top after having been turned 
down by lower echelons will be made to 
feel pretty uncomfortable by his more 
immediate supervisors once they find out 
he’s talked to the boss. 

There are many variants of the open- 
door policy which some executives en- 
courage among their employees. One com- 
pany president in a moment of camarad- 
erie told his employees that if they were 
shy about using the open door they 
should write him letters, and he would 
“see to it personally” that things would 
be taken care of. Since he started this 
innovation, he receives about five letters 
a way. 

He recently decided to analyze this 
policy. Here is what he found: 


(1) Only one letter out of 20 deals 
with a legitimate complaint. Most of 
them are the “squealer” type of com- 
munication—Joe Doakes was seen at a 
local bar the other night and he was in 
his cups; Susie is going out with the fore- 
man, who's a married man; the accountant 
must be stealing because he was seen 
driving around in a new Cadillac. 


(2) Four out of five letters were un- 
signed. So, even on legitimate complaints, 
the executive was in no position to get 
at the facts. 

(3) In checking further he found that 
employees were using “I'll write to the 
president,” as a club to undermine the 
authority of their supervisors. Upon be- 
ing reprimanded for absenteeism, for 
example, workers threatened to “squeal” 
about something they “had” on their im- 
mediate superiors. In effect, the president 
had set up an authoritarian spy system 
that was seriously undermining the morale 
and the work-effectiveness of his lower 
echelons. He is now trying to figure out 
some face-saving way to close his open 
door. 


The “gripe box” is yet another variant 
of the open door. The theory of the 
gripe box is that the employee will drop 
his complaint into a receptacle, and top 
management will read it and remedy the 
situation. Gripe boxes, however, have 
very short lives. Reason? Most of the 
scribbled notes contain anonymous advice 
to the boss to “drop dead,” or words to 
that effect. 


So the open door, high-sounding and 
well-intentioned as it may be, is no great 
shakes as an operational procedure for 
employee communication upwards. 


—LAWRENCE SreEssin. Forbes, September, 1953, p. 19:1. 
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The Cost of Help-Wanted Advertising—aA Survey 


THE NEW EMPLOYEE can cost a lot before he’s even through the front door, many 
companies are finding today. 


To discover how much companies ia the Cleveland area—considered generally 
representative of U. S. industry as a whole—spend on their help-wanted adver- 
tising, the Associated Industries of Cleveland conducted a telephone survey of 15 
member companies. Advertising costs, it turned out, ranged from 43 cents to $44.29 
per employee hired. 


Costs for four firms ran between $6 and $10; for five, from $11 to $20; for 
three, from $20 to $30; and for one, $35. The plant that spent only 43 cents 
per man hired relatively few skilled workers. 


Despite the high cost of advertising for men, Associated Industries found no 
plants using the wartime device of paying present employees a bonus for intro- 
ducing new applicants. 

—Modern Industry Vol. 25, No. 3 


Industrial Editors to Evaluate Company Publications 


COMPANIES with employee magazines or newspapers, executive newsletters, news 
bulletins, and similar media for mass communications to employees, customers, stock- 
holders, or members, may have their publications evaluated by a panel of well- 
known editors in the 1953 Awards Program of the International Council of Indus- 
trial Editors. In addition to the 65-point, six-page evaluation which each entrant 
will receive, publications meeting required standards of excellence, according to a 
rating procedure established by the Council, may be eligible for award certificates. 


A new “special purpose” category has been established this year to include 
executive letters, company bulletins, and newsletters. The evaluation of this type 
of media will cover fewer points than are considered in the case of magazines 
or newspapers, since art, layout, photography, printing, and other factors are 
generally less important in this category than subject matter and writing quality. 
Certificates will also be awarded in this category. 


For members of editors’ associations affiliated with the I.C.I.E. the entry fee is 
$10; for non-members, $15. Entry blanks and instructions may be obtained from 


Charles J. Morse, The Peoples Gas Light and Coke Company, 122 South Michigan 
Avenue, Chicago 3, Il. 


The Female Labor Reserve—11 Million Strong 


LAST SPRING about 3914, million women aged 14 years and over were not in the 
labor force. At the same date, there were 9 million men who were not working. 
The women, therefore, constituted the chief source for increasing the nation’s work 
force in the event of expanded labor needs. 

After eliminating the young women who were in school and those unable to 
work, some 35 million women would be potentially available as additional workers. 
Excluding elderly women and mothers responsible for the care of children would 
leave a primary labor reserve of about 11 million women between the ages of 
18 and 64 who would be available for labor force expansion, if necessary. 

—Women as Workers—A Statistical Guide (U. S. Department of Labor) 
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WHAT NORTON DID WHEN A TORNADO STRUCK. 
Management Methods (141 East 44 Street, 
New York 17, N. Y.), September, 1953. 50 
cents. How the Norton Company of 
Worcester, Mass., came to the aid of employees 
who suffered injury or property loss in last 
summer's tornado with a program for emer- 
gency funds; tree removal service; free building 
materials, containers, and packing materials for 
salvaging and moving possessions; advice on 
insurance problems; and liaison with com- 
munity agencies. The experience set Norton 
thinking about a plan, outlined here, for help- 
ing to meet future emergencies in advance. 


A SUGGESTION SYSTEM THAT REALLY CLICKS. 
Factory Management and Maintenance (330 
West 42 Street, New York 36, N. Y.), Sep- 
tember, 1953. 50 cents. Describes how a 
“suggestion department,” staffed by three in- 
vestigators, a supervisor, and a clerk, prwen 
employee suggestions at a western rubber com- 
pany, where the suggestion rate per employee 
is six times the national average. A central 
factor in the success of this program—in 
which one out of every five suggestions has 
paid off for both worker and company—is im- 
mediate and careful follow-through by the 
investigators, who make certain that worth- 
while ideas are promptly evaluated and tested. 


EMPLOYEE-WRITTEN PUBLICATION TALKS UP TO 
MANAGEMENT. By Audrey E. Heusser. Per- 
sonnel Journal (Swarthmore, Penna.), June, 
1953. The story of an outstandingly successful 
house organ—produced almost entirely on a 
volunteer basis by the employees of Olin In- 
dustries, Inc—and why it became “must” 
reading for management. Of particular in- 
terest is the author's description of the methods 
used to train employees to be good reporters. 


THE ROLE OF PUBLIC OPINION IN RELATION 
TO THE MEDIATOR. By Edgar L. Warren. 
Institute of Industrial Relations, University 
of California, Los Angeles 24, Calif. Single 
copies gratis. Pointing out how the weight of 
public opinion can help the mediator to keep 
negotiations active even in the minor labor 
disputes, the author asserts that the mediator 
can often utilize this force to bring about a 
settlement in cases where large numbers of 
consumers are affected. This paper was 
originally presented before the fifth annual 
meeting of the Industrial Relations Research 
Association. 
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THE ENGINEERS—THEY HAVE NO FEARS. By 
Karl Schriftgiesser. Collier's (640 Fifth Ave- 
nue, New York 19, N. Y.), October 2, 1953. 
15 cents. There is no sign that current de- 
mand for engineers—so great that graduates 
can step into jobs paying $4,000 to $10,000 
—will slacken; next June the schools of engi- 
neering will graduate an unusually low total 
of 17,000 students, this article points out. 
Moreover, says the author, industry's promises 
of high salaries have cut deep into the ranks of 
graduates qualified and needed to teach more 
engineers. 


IF | WERE FOREMAN. By Art Clayton. Manage 
(230 West Fifth Street, Dayton, Ohio), 
September, 1953. 40 cents. The shop fore- 
man and the union steward exchange places 
in a training program introduced by Trans 
World Airlines to its system-overhaul base in 
Kansas City, Kan. This is proving so success- 
ful in promoting cooperation and understand- 
ing that it will be extended to other locations. 


WORKERS’ IDEAS PAY EVERYBODY. By Richard 
Gehman. Nation’s Business (U. S. Chamber 
Building, Washington 6, D. C.), August, 
1953. 60 cents. Both labor and management 
in many industries are profiting by the higher 
efficiency, earnings, and morale created by 
joint saving-and-sharing committees which they 
have set up under the Scanlon Plan, the 
author states. Stromberg-Carlson’s 4,000 em- 
ployees in Rochester, N. Y., for example, have 
had 1,270 suggestions adopted since 1950, 
and, by the end of 1952, had received over 
$1 million in bonuses as their share of the 
profits brought about by a Scanlon suggestion 
system. 


TRAINING AT FORD. By W. H. Clark. Plant 
Administration (481 University Avenue, To- 
ronto, Ontario), August, 1953. 50 cents. 
Tool-and-die making, work simplification, 
safety cost control, effective speech, and busi- 
ness correspondence and letter layout are a 
few of the areas in which the Ford Motor 
Company of Canada conducts special training 
programs for employees in its various divisions. 
Discussing these and other training activities 
at Ford, the author describes in some detail 
his company’s approach to supervisory train- 
ing, which has resulted in a systematic program 
of supervisory conferences and in the adoption 
of a one-year training plan to provide high- 
caliber new supervisory personnel. 
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ELECTRONIC COMPUTERS: A REVOLUTION IN THE OFFICE? 


Tue orice EXECUTIVE who visualizes 
the wave of electronic computers now 
being designed and produced as tools of 
the laboratory and the university rather 
than the office is, as of this moment, 
right. Few offices have problems re- 
quiring the extensive mathematical analy- 
sis for which the present electronic com- 
puters are best suited, and for this reason 
many executives look on the new com- 
puters as completely impractical for 
everyday business use. At present this 
viewpoint is valid, with one notable quali- 
fication: The accessories developed to re- 
place the operator who “punched the 
keys” are applicable to business right now, 
even though the arithmetic unit of the 
modern giant calculators may be too high- 
powered for current office needs. 


Many clerical operations in the average 
large office are highly repetitive and could 
effectively be handled by electronics if 
machines existed to do the job. Actually, 
components which are now in existence 
could be put together to make such ma- 
chines. 


Why, then, hasn't there been more 
progress toward electronic modernization 
of office procedures? Unfortunately, a 
wide gap between the designers and 
manufacturers of electronic equipment 
and the office executives seems to be 
hampering the development of this enor- 
mously promising field. Many manufactur- 
ers of electronic equipment literally do 
not know what processes offices want 
automatized. Office executives, on the 
other hand, are all too often ignorant of 
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what can be accomplished through elec- 
tronics. 


A joint research and development 
council of office methods men and 
electronics engineers and manufacturers is 
urgently needed, but so far no widely 
representative body of this type has been 
created. Manufacturers can do little or 
nothing without a sharp and precise def- 
inition of office needs; given that, the 
potentialities of electronic office equip- 
ment and processes are literally unlimited. 

A clear lead given by management to 
manufacturers would undoubtedly ad- 
vance the date of the “electronic revolu- 
tion” in offices; but even without joint 
effort by manufacturer and customer, 
competitive pressures on the manufactur- 
ers will eventually influence them to de- 
sign machines specifically for office use. 
This in turn will stimulate even the most 
conservative manufacturers of present-day 
ofice machinery to investigate electronic 
controls for their products. Already, in 
fact, electronic research has been under- 
taken by manufacturers of conventional 
accoun‘ing and bookkeeping machines. 

Moreover, the process of adapting 
electronic elements will become increas- 
ingly simple as the production of elec- 
tronic computers, in their present form 
and in simplified forms, increases. Even 
now, adaptations of the same basic units 
being used in computers can be designed 
and manufactured for the specific needs 
of a particular office; these adaptations, 
in combination with one or more standard 
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office machines, can replace cumbersome 
manual and clerical procedures. 

Here is what electronic units can do 
now: 

They can learn what is “told” them; 
apply the instructions at the proper time; 
read and remember numbers; add, subtract, 
multiply, divide, and round off. 


They can look up numbers in tables; 
inspect a result and make a choice; do 
chains of operations in sequence; write an 
answer, and check its accuracy. 


They can sort or arrange in sequence, 
either numerical or alphabetical. They can 
tell when one problem is finished, and go 
on to the next. They can work without 
supervision, and determine most of their 
own instructions. 

Obviously, any unit or group of units 
that can do these things automatically is 
potentially capable of taking over most 
of the clerical functions of an office. In 
some cases, electronic devices have already 
begun to do this. For example, the office 
operation of a two-million member book 


club was recently redesigned to employ a 
combination of electronic and mechanical 


devices; the changeover resulted in sav- 
ings of more than 10,000 work-hours per 
month. 

Although no company has yet carried 
through to the greatest possible extent 
the mechanization of office routines 
through electronic controls, several large 
companies are already planning pilot proj- 
ects in which al! standard office functions 
will be redesigned for full use of elec- 
tronic applications. If these pilot projects 
are successful—and there is every reason 
to believe that they will be—-we can ex- 
pect the electronic revolution to spread 
to all offices, large and small, in the near 
future. 

The science of electronics is new; the 
office has been with us for centuries, and 
many of its present methods are merely 
improved versions of age-old recording 
and processing functions. Yet the two 
are naturally complementary to each 
other; all that remains is to bridge the 
gap. 


—Ra.pu W. Fairsanxs. Office Management, Vol. XIV, No. 4, p. 20:7. 


Telephone Training Aids 


YOUR LOCAL telephone company can probably make arrangements to secure a 
print of the Bell System's latest movie on improving telephone habits. “Your Voice 
Is You” is doing a fine job for those who are using it. The best results have been 
reported by those that take advantage of Bell's customer service consultant, who 
will present a one-hour training course to interested companies. 

The Bell System also offers a telephone survey service that can help you find 
out how well your switchboard is being handled. Many companies have regular 
surveys made, and the girls themselves seem to appreciate it. 

—Newsletter (The Dartnell Corporation, 4660 Ravenswood Avenue, Chicago 40, Ill.) 7/24/53 





THE TYPICAL office worker today is using 28 per cent more office supplies than in 
1940. His use of office equipment has increased by 50 per cent; office machines, by 
80 per cent; and printing and printed forms by 20 per cent. However, he is using 
4 per cent less of such standard items as paper clips, pens, pencils, erasers, staples, 
tape, carbon paper, and the like. 

—The National Stationer 10/53 


The Management Review 





MONTGOMERY WARD’S CLERICAL INCENTIVE PLAN 


Touch any sound and properly ad- 
ministered incentive plan works well, the 
measured day work plan is particularly 
adapted to office work in general, be- 
cause it is more easily maintained than 
some of the other systems. Moreover, 
changes in procedure or in work volume 
which may affect output standards neither 
cause undue hardship to the individual 
nor allow unmerited extra earnings. 

The plan in effect at Montgomery 
Ward & Co. (Fort Worth, Texas) is 
of the measured day work type. It has 
enabled the company to place approxi- 
mately 85 per cent of all its timecard 
employees on engineered standards and 
has made possible the increase of the 
average hourly rate of these workers to 
a point considerably above the average 
hourly rate of the retail trade. 


The principle of Montgomery Ward's 
plan is as follows: 

The productivity range of a large group 
of workers is generally a ratio of two to 
one; that is, the productivity of the best 
worker will be roughly twice that of the 


poorest worker. From statistical data, 
industrial engineers have established what 
they consider to be the normal produc- 
tivity distribution of any large and com- 
pletely trained group of workers. More- 
over, they have found that best results 
are obtained from incentive systems 
which allow the average worker to pro- 
duce at approximately 25 per cent above 
standard. In view of this, average per- 
formance is designated at 125 per cent. 
Once this has been established, the other 
productivity points can be located. 

At Montgomery Ward, the range of 
our distribution is from approximately 
83 per cent to 166 per cent. We divided 
this range into five equal steps so that 
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our standard requirements fall in a pro- 
ductivity range of 94 per cent to 106 
per cent. The first step above standard 
is a productivity range of 107 per cent 
to 118 per cent. The next step is 119 
per cent to 131 per cent, the next step 
132 per cent to 143 per cent, and the 
final step 144 per cent productivity and 
up. According to our rating system, we 
have assigned a number to each of these 
steps. Three is the standard or first step, 
three plus is the second, four the third, 
four plus the fourth, and five a top-rate 
employee. The three rate, which is the 
rate paid for the expected standard, is 
used as our hiring rate. 

New employees are brought in at that 
rate and kept on a training curve until 
their productivity reaches the standard 
range. Three months after hiring, if the 
employee has achieved a _ productivity 
which merits an increase to the next step, 
an increase in his hourly rate is admin- 
istered. Each six months thereafter, as 
long as the employee remains on the pay- 
roll, his individual performance records 
are reviewed and if his productivity and 
other factors indicate that he has merited 
the next step of pay, an increase is again 
administered by the wage committee. 

At each of these reviews, an employee 
may get a single step, a double step, or 
a triple step, depending on the range to 
which he has progressed. These steps are 
spaced at three months after the hiring 
date and every six months thereafter be- 
cause we have found that this is the 
usual period required to obtain the next 
productivity step. However, if an em- 
ployee is exceptional, a request for in- 
crease can be submitted at any regular 
30-day period by his department head. 

Since other factors besides productivity 
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enter into good performance, these must 
be weighted into the incentive plan. Ac- 
curacy is obtained by a special accuracy 
control program designed to check a cer- 
tain portion of each worker’s production 
and determine normal percentage of error. 
In addition to output and accuracy, the 
department head also rates each person 
on cooperation, dependability, and job 
dexterity. 

We are often asked what we do about 
a worker’s hourly rate when he has built 
up to, say a four plus rating, has his sal- 
ary increased to the corresponding rate, 
and then later decreases his effort and 
drops to a lower rate of production. 

This question spotlights the weak point 
of all measured day work plans. Our 


approach to this problem is that we allow 
the worker to maintain the rate of pay 
which he has earned for an additional 
period of three months. If at the end of 
that period he has not built his produc- 
tivity back up to that required, his hourly 
rate is reduced to the rate corresponding 
to his current productivity. 


This incentive plan must be given much 
of the credit for reducing our annual labor 
turnover to approximately one-half of 
that shown for retail businesses in the 
1951 Bureau of Labor Statistics report. 
In addition, our company realized a sav- 
ings of from 20 per cent to 40 per cent 
on each activity which was placed on 
engineered output standards. 


—Roy CoLeMan. Office Executive, September, 1953, p. 17:3. 


WHITE-COLLAR PAY: IT’S KEEPING PACE 


Most wurre-cotiar workers seem to be 
doing all right these days, from a salary 
standpoint. Nothing much is heard about 
salary adjustments for them, but em- 
ployees in offices of manufacturing com- 
panies are keeping pace with plant work- 
ers’ wage and fringe gains. 

Two recent surveys—one by a man- 
agement organization, one by a major in- 
dustrial union—point up this trend. 

The Associated Industries of Cleve- 
land found in a survey of its member com- 
panies that earnings of Cleveland pro- 
duction workers have risen about 4 per 
cent in 1953 and income of white-collar 
employees by about the same amount. 

The United Steelworkers of America 
(CIO), which has about 30,000 steel-in- 
dustry white-collarites in its 1.2-million 
membership, announced about the same 
time the results of a survey of office em- 
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ployees in its industry. This showed that 
since 1941 “wages and fringe benefits of 
office and clerical personnel have kept 
pace with those enjoyed by production 
and maintenance men.” 

Both organizations cited the very ob- 
vious reason that most companies now 
simply translate a negotiated cents-per- 
hour wage increase into a by-the-week in- 
crease figure, and add it to salaries. In 
much the same way, fringe increases—in- 
surance, pensions, etc.—are also extended 
to the office and management personnel. 

According to the Associated Industries 
of Cleveland, this policy is consistent with 
a management determination to be “fair 
toward all, organized or not.” AIC notes 
that the fact that white-collarites auto- 
matically get whatever the production 
workers’ unions win in bargaining is a 
“fundamental reason for labor’s failure to 
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make appreciable gains in organizing the 
clerical people in manufacturing.” 

AIC’s specific findings on salary adjust- 
ment policies show only two major dif- 
ferences in pay rates for white- and blue- 
collar employees: 


1. Extent of coverage—whether a per- 
centage increase should go only to non- 
exempt salaried people (those who come 
under the wage-hour law) or to both the 
non-exempt and exempt employees. 


2. The cut-off point for percentage in- 
creases—whether at $7,500-a-year sala- 
ries, or perhaps $12,000. AIC reported 
that some companies give smaller percent- 
age increases in higher salary brackets, 
but commented that a raise comparable to 


that of production workers is usually given 
in “general” brackets in which most of- 
fice workers are found. 


The United Steelworkers’ survey was 
not on management policies and practices, 
but on their results from the white-collar 
workers’ standpoint. According to the 
union, a typical job at the lower end of 
the salary schedule paid $58 a month in 
1941 and now pays $241 a month, an 
increase of nearly $200 a month in 12 
years. Gains in other salary brackets run 
even higher, the union says. USW lists 
the top salary in the 17 salary classifica- 
tions established under its contracts as a 
guaranteed $562 a month for senior-grade 
design draftsmen. 


—Business Week, September 12, 1953, p. 171:1. 
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Mutiny in The Office 


Take a letter to C. D. Nash: 

My very dear sir, colon, dash— 
Yours of the seventeenth to hand, 
Contents noted, comma, and 


In reply we beg to state 
i give the problem—wait! 


We wi 


Say rather—the matter which you mention— 
Comma, our most prompt attention. 

Signed yours truly, Wilbur Tanager, 
Assistant to the assistant manager. 

A most important note, Miss Black— 
Perhaps you'd better read it back. 


Listen, Wilbur, dash and comma, 
What do you take me for—a farmer? 


Question mark. 


I hate your manner 


Of leading me through the first-grade grammar! 
For two long years I’ve been the goat 

To whom you babble the quote, unquote, 
Parentheses and exclamation 

Of your deadly dull dictation 

Though you're not the type for swearing, 

Come on, Wilbur, have more daring; 

Can't you think up something brisk, 

That calls for, maybe, an asterisk? 


—Mary Warp 


(Reprinted by special oaiten of The Saturday Evening Post. 
0 
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pyright, The Curtis Publishing Company) 








Paper Plethora 


FOR EVERY ONE of the 4 million productive farm workers in the U. S. there is 
another worker who spends all his or her time in a morass of papers. This appalling 
fact—a clear illustration of the stranglehold paperwork is getting on American 
industry—was recently pointed out by one of the nation’s most diligent destroyers 
of unnecessary paper, management consultant, Emmett J. Leahy. 

Here are some other facts cited by Mr. Leahy: 


Clerical salaries now amount to one-ninth of the nation's total income, or $35 
billion annually. Every year that goes by a new file drawer of papers is added 
to business archives for every one of the 62 million persons employed. In banks 
and insurance companies, 52 per cent of all employees handle papers rather than 
produce new business. In the chemical industry, this figure is 16 per cent; in the 
textile field, 26 per cent. 

The average organization has an operating file for every 3.8 people. It costs 20 
cents to “create” the average piece of business paper, and just to keep that piece 
of paper in the office costs at least a penny a year. 

—The Wall Street Journal 9/18/53 





A READING SERVICE for office and factory workers is now offered by public libraries 
in most large cities. A small fee enables the company (or union) to select the 
desired number of books, with the aid of a librarian, and keep them for a stipulated 


number of months cn a contract basis. 


—Personnel Executives’ Newsletter (Deutsch & Shea, Inc.) 
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THE ADMINISTRATIVE AUDIT. By George D. 
Wilkinson. N.A.C.A. Bulletin (505 Park Ave- 
nue, New York 22, N. Y.), September, 1953. 
75 cents. To bring the first step in scientific 
management—research—to bear upon the “of- 
fice problem,” the author outlines a three-ste 

method of gathering data and making an “ad- 
ministrative audit.” Different types of charts— 
an important aid in the audit because they 
present facts in the form of patterns—are 
described and illustrated. 


WHO'S A SALESMAN? By J. Houston Barnes. 
Office Executive (132 West Chelten Avenue, 
Philadelphia 44, Pa.), September, 1953. 50 
cents. It is the office executive's responsibility 
to advise his chief, not ask him what to do, 
this set of pointers for selling ideas to top 
management emphasizes. In the actual pres- 
entation of an idea, the author recommends, 
the principle of “completed staff work” should 
be applied so that a single document, represent- 
ing study of a problem and a recommended 
course of action, can be submitted for ap- 
proval or disapproval. 
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PUNCHED CARD SYSTEMS AT MANAGEMENT 
LEVEL. By W. P. Livingston. Office Manage- 
ment (212 Fifth Avenue, New York 10, 
N. Y.), August, 1953. 25 cents. Five basic 
requirements for a first-rate tabulating de- 
partment are described here: strong person- 
nel, proper organization, complete training, 
punched card know-how, and methods tie-in. 
The article stresses the flexibility and economy 
which punched cards can provide by elimi- 
nating whole steps in clerical operations as 
well as the necessity of keeping numerous 
auxiliary records. 


CUTTING OFFICE COSTS. Chain Store Age (185 
Madison Avenue, New York 16, N. Y.), Octo- 
ber, 1953. Administration Edition. 35 cents. 
A round-up of office methods used by a large 
number of chain stores in all fields to economize, 
to attract and hold better personnel, and to 
give the public improved service. Before-and- 
after floor plans show, for example, how one 
company added 500 square feet of office space 
without additional construction or expensive 
alterations. 
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Manufacturing Management 








ARE OUR PURCHASING CONCEPTS OUT OF DATE? 


Business MEN have been perplexed and 
troubled of late by a problem in simple 
arithmetic: In 1952, the sales of American 
manufacturers increased about 5 per cent. 
Yet in the same year, profits—both before 
and after taxes—dropped off 7 to 15 per 
cent. 


Can it be that increased sales are not 
the sure route to greater profits? To a 
predominately salesminded management 
—and there are many such—this is noth- 
ing short of heresy. Yet the facts are 
hard to refute. A profit, after all, is the 
difference between income and outgo. 

Wise spending is just as vital to good 
profits as intelligent, aggressive selling. 
So far as American business is concerned, 
however, the purchasing function has not 
yet received in full measure the attention 
and emphasis it deserves. 

It seems to me that five concepts are 
basic to modern purchasing: 


1. Purchasing is not a service but a 
profit-making activity. 

2. Where materials are a large part of 
the total cost, procurement is best handled 
as a separate, distinct function, reporting 
directly to a top-level operating executive. 

3. The real purchasing job starts long 
before the specifications or requisitions are 
written. 

4. Purchasing needs and deserves 
highly-trained, competent personnel. 

5. Purchasing should be represented in 
top operating councils. 


Purchasing traditionally has been con- 
sidered a routine service function, a place 
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where money was spent, not made. Re- 
cent developments have shaken this point 
of view. It is beginning to be replaced 
by a realization that good purchasing is 
essential to good profits. Modernized pur- 
chasing departments have shown that skill- 
ful procurement can cut 5 to 10 per 
cent—sometimes more—from the total 
cost of goods purchased. To realize what 
this means in terms of profits, it is only 
necessary to recall that in some manufac- 
turing companies purchases absorb 50 to 
60 per cent of the sales dollar. A saving 
of 5 to 10 per cent in the cost of pur- 
chases, therefore, is equivalent to 2 to 
5 per cent of the sales dollar. 


The idea that procurement is best han- 
dled as a separate and distinct function is 
perhaps more widely accepted than any 
other of the five concepts I have men- 
tioned. In most companies where the 
cost of materials is an important factor 
today, purchasing has a separate, inde- 
pendent status. By setting up a strong, 
independent, competently-staffed purchas- 
ing department, a company does far more 
than assure itself of good representation 
in the market. It creates a new control 
point at which all company plans and 
programs are rechecked from a cost-versus- 
value point of view by people who spe- 
cialize in cost and value. 

The big savings in purchasing today 
are not made through price-chiseling but 
through careful analysis of values. This 
leads directly to another basic idea of 
modern purchasing: The real purchasing 
job starts long before the specifications or 
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requisitions are written. The new pur- 
chasing department wants to get in early 
on problems of product or machinery de- 
sign. It wants an opportunity to use its 
specialized knowledge of materials, mar- 
kets and manufacturing processes, to help 
cut costs and increase profits. 


Working with research and develop- 
ment people, the purchasing department 
can steer the company away from projects 
requiring scarce materials into those where 
materials are more plentiful. It can also 
spot lucrative new product lines. 


The requisites of a good purchasing 
man under the new concept of purchasing 
are staggering. He should have, among 
other things, a thorough knowledge of 
materials and vendors and as much knowl- 
edge as possible of engineering, produc- 
tion, and planning. He must have poise, 
self-confidence, tact—and the knowledge 
and information to hold up his end in any 
company. Putting this kind of person in 
the purchasing department is costly, but 


companies that have tried it have found 
training and talent pay quick dividends 
in the purchasing department. 


The idea that purchasing should have a 
voice in top operating councils has not as 
yet gained the acceptance it deserves. As 
a top-committee member, the purchasing 
executive can apply his department's 
knowledge of markets, products and busi- 
ness conditions to help shape intelligent 
policies and programs. He can also get 
the necessary knowledge of company plans 
and programs. 


The significance of these ideas for top 
management is rather obvious. Here, in 
essence, is a new concept of organization, 
a new division of functions and responsi- 
bilities which differs markedly from previ- 
ous practice. Those who have adopted 
this new concept report substantial savings 
in purchasing costs as well as improved 
operations in other important respects. No 
wide-awake management can afford to let 
such developments pass unnoticed. 


—From an address by Jonw A. Hirt (President, Air Reduction Co., Inc.) before 
the National Association of Purchasing Agents. 


EIGHT FUNDAMENTALS OF PREVENTIVE MAINTENANCE 


A successFuL preventive maintenance 
program has yielded returns far greater 
than its cost at Perfection Stove Com- 
pany. Built around eight basic principles, 
the program has resulted in virtual elimi- 
nation of unscheduled downtime, no as- 
sembly stoppages due to breakdowns, 
longer equipment life, and a doubling of 
maintenance efficiency. Similar results 
may well be obtained by other plants 
if these fundamental principles are ap- 
plied: 

1. Sell management and supervision 
down the line. To do this, start the pro- 
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gram on equipment that will show sub- 
stantial improvement within a reasonable 
length of time. You can then extend 
the program to other equipment. 

Two good “selling” techniques are (a) 
a periodic report to upper management of 
deficiencies discovered and corrected while 
yet minor, with notes showing what the 
same fault would have cost if undis- 
covered; and (b) an inspection report sent 
to department foremen and plant super- 
intendents, with notes of repairs made. 

2. Decide carefully what to include 
in the program. A good program will 
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cover most of the plant’s physical proper- 
ty. It pays to inspect buildings, tanks, 
fences, roofs, elevators, cranes, sanitary 
facilities, lighting, and mobile equipment. 
Generally, if any item needs maintaining 
you may be able to cut costs with pre- 
ventive maintenance. 


3. Maintain adequate records. You 
need up-to-date equipment records to tell 
you what and when to inspect, as well as 
the nature of repairs, and accurate cost 
records to appraise the benefits. 

At our company these data are com- 
bined in one 13-tier tray-type file. Each 
tray holds about 75 overlapping flip-over 
leaves, into which are inserted 5 x 8-in. 
equipment record cards (under side) and 
cost records (top). Each piece of equip- 
ment or item is registered on a separate 
leaf. If a motor is involved, details are 
shown on a third and smaller motor 
record card placed under the equipment 
card. The same clerk who handles all 
other maintenance paperwork takes care 
of the clerical details of the preventive 
maintenance program. 


4. Inspect on a definite schedule. Once 
the frequency of inspection for a piece 
of equipment is decided upon, inspection 
intervals are marked off under “Date of 
Next Inspection” at the bottom of each 
equipment record. This card is fitted with 
a colored sliding tab that can be moved 
ahead to indicate the next scheduled in- 
spection. 

It is best to schedule the actual time 
of inspection or repairs when production 
units are inoperative. This may occur 
between job change-overs, or before work 
starts on the first shift, or it may have 
to be on a weekend. 

5. Use written checklists. When de- 
veloping a checklist, we start with the 
manufacturer's instructions. To these we 
add other points as dictated by experi- 
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ence. These lists are reusable, but it 
doesn’t pay to reuse them too often be- 
cause soilage makes them hard to read. 
(We require checklists to be used right 
on the job!) 

6. Decide carefully how often to in- 
spect. Over-inspection wastes manpower 
—under-inspection defeats your program. 
The answer depends on the equipment, 
type of exposure, hours of operation, 
safety requirements, production needs, 
etc. 

Manufacturers are glad to help in set- 
ting up inspection procedures and fre- 
quencies. Our initial schedules are al- 
ways weighted on the side of safety. As 
we gain experience, we lengthen or 
shorten the frequency as needed, or add 
or delete check points. It usually takes 
about a year to stabilize the inspection 
procedure on a major equipment item. 


7. Choose qualified inspectors. Our 
policy is based on the conviction that it 
pays to repair as you inspect. However, 
to do a good job, the ideal inspector often 
must cover mechanical, electrical, and 
hydraulic functions. Few men have this 
knowledge as applied to a variety of 
equipment. Therefore, we have separated 
the inspection procedures on the check- 
lists to cover each type of work accord- 
ing to craft and have assigned a mixed 
crew of craftsmen to handle the in- 
spection. 

We also make a policy of shifting in- 
spection crews from job to job, and with- 
in themselves. This rotation keeps the 
viewpoint fresh, and lets the men check 
each other. 

8. Adopt administrative procedures 
that follow through. About a week be- 
fore the scheduled date (as shown by the 
colored tab on the equipment card) the 
clerk pulls the proper checklist from a 
file folder. This folder contains one or 
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more previous reports and new blank 
reports. 

The clerk gives the checklist to the 
maintenance foreman, who arranges with 
the production foreman for an exact time 
of inspection. 

During the inspection, the inspector 
checks off all items on his checklist found 
to be in good condition, and comments 
briefly on any defects he finds. If he 
corrects them, he adds a check mark. 

The checklist now goes back to the 
clerk. If there were any defects, he 
routes it to the maintenance foreman. 
He prepares work orders for repairs not 


completed by the inspector. In this the 
foreman and craft group leader give him 
specifications. 

Completed checklists are compared 
with previous reports. If a report shows 
repetitions of the same faults, or signifi- 
cant notations, it goes to the maintenance 
foreman for action before filing. 

The final step is to move the scheduling 
marker to the next inspection date. But 
whenever an inspection requires a work 
order, a second, taller marker is moved 
to the current inspection date to show 
there is repair work outstanding. It re- 
mains there until the correction has been 
made. 


—ArTHUR D. BUSCHMANN. Factory Management and Maintenance, August, 1953, p. 87:4. 


Instruments——Key to Industrial Evolution 


INSTRUMENT SALES—the yardstick measuring industry's climb to more complete 
automation—are constantly edging upwards. Mechanical measuring instruments 
have spurted 628 per cent since 1939. Electrical measuring instruments have risen 
455 per cent; and scientific instruments, the most impressive gainer, have jumped 
655 per cent from their 1939 levels. 


In the past 15 years, spending on instruments has expanded twice as fast as 
other capital investment. An estimated 5 per cent of the nation's plants were in- 
volved in instrumentation programs in 1939. Instrument makers estimate that 
from 10 to 20 per cent of plants are now involved in various kinds of instrumenta- 
tion projects. 

Instrument producers have calculated that in 1939 from 1 to 3 per cent of the 
new capital equipment dollar went into new instruments. Today, this figure has 
risen to 7 to 8 per cent, and the industry hopes for 10 per cent in the next 
few years, 15 per cent in the long-term future. There is optimistic belief that by 
1955 over-all instruments output should be double that of 1950. 

In 1945, when the B-17 was still a heavy bomber, 15 per cent of its total cost 
went into instrumentation and automatic controls. For modern aircraft, instru- 
mentation costs are 50 per cent; for guided missiles now on the drawing boards, 90 
per cent. 

Last year the national average for research expenditures was 2 per cent of the 
sales dollar. Instrument builders were spending an average 6 per cent. 

—Iron Age 10/8/53 





STUDIES DURING WORLD WAR II showed that over one-third of all waste scrap was 
due to uncorrected vision defects. 


—Management Information (Elliott a Conenne, 30 30 mr MacQuesten 
Parkway, Mount N. Y.) 11/2/53 
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By maxinc salvage a full-time operation 
at its Portland, Oregon, plant, the Hyster 
Company has been able to pocket a cool 
$70,000 yearly. Only three persons are 
required to supervise all salvage opera- 
tions, which are grouped as follows: 


1. Production scrap. All waste metals 
in the manufacture of the company’s 
products are accumulated and sorted as 
to kind and grade. Local scrap dealers 
were scouted for the highest bids; one 
item, turnings, which had previously been 
picked up merely as an accommodation, is 
now being sold for $17 a ton. 


Short sections of stock that cannot be 
used in the firm’s own operations are also 
set aside and segregated. Sold later to 
local machine shops as nearly prime ma- 
terials, they bring in a much higher return 
than if they were disposed of as regular 
scrap. 


2. Shop supplies. Salvaging of packag- 
ing materials is somewhat complicated, 
but has proved profitable. Used lumber 
is conserved by disassembling shipping 
containers with power or hand nail pull- 
ers. This wood is then used to make pal- 
lets, which the firm employs extensively. 
Motor crates and oil drums are collected 
and returned to suppliers for credit. Not 
much storage space is needed for these 
operations, as many containers can be 
returned in small lots by truck. 


Machinery and machine tools no longer 


SALVAGE PROGRAM PAYS OFF IN COLD CASH 





usable have been sold to other plants. 
Worn or broken drills, taps, reamers, and 
the like are ground to smaller sizes, where 
possible. Excess tools in storage bins are 
subjected to close scrutiny, and efforts are 
being made either to return these to man- 
ufacturers or to dispose of them locally. 


3. Finished parts. A man has. been 
placed full time on the job of going over 
the firm’s inventory, starting first with 
purchased parts. Those that have not 
moved for some time are disposed of for 
the highest possible prices, after first de- 
termining whether they can be used else- 
where in the company’s operations. Where 
possible, parts are returned to vendors for 
credit, and in some cases components have 
been sold to local automobile jobbers. 


Production parts that have been spoiled 
and rejected by inspection are salvaged, 
if possible. Metal spraying, plating, or 
similar processes can often be employed. 
If this is not feasible, drawings of similar 
parts are investigated to determine if 
parts can be turned down to smaller sim- 
ilar sections. 


Excess and obsolete parts are disposed 
of, when practicable, to customers owning 
obsolete equipment. This practice not 
only clears such equipment out of the way 
for current material, but also performs 
a real service to customers by keeping 
their equipment in service longer than 
would otherwise be possible. 


—Mill & Factory, September, 1953, p. 112:2. 





WITH THE FRINGE ON TOP: The average pay of this country’s 14 million factory 
workers is at a new high—well above $70 a week. In terms of dollars, this is 
three times their 1939 average pay; in terms of what they can buy, it represents a 
50 per cent gain. Added to this is the huge increase in fringe benefits, not in- 


cluded in these figures. 


November, 1953 


—The Foreman’s Digest 
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IMPROVING MATERIALS HANDLING. Small Busi- 
ness Management Series No. 4, Small Detense 
Plants Administration (Superintendent of 
Documents, U. S. Government Printing Office, 
Washington 25, D. C.), March, 1953. 20 
cents. This booklet presents a broad general 
picture of materials handling, pointing up its 
Seance, some standards for judging its 
effectiveness, pertinent considerations on selec- 
tion and use of equipment, and some related 
ideas on plant layout. A special chapter on 
safety contains rules for the protection of 
equipment, products, and personnel. 


SAFETY ON DISPLAY. By Walter Boon. Na- 
tional Safety News (National Safety Council, 
425 North Michigan Avenue, Chicago 11, 
Ill.), October, 1953. 75 cents. To provide a 
visual stimulant with indoctrination lectures 
on safety and a springboard for briefing the 
new employee on the use and cost of each 
item of safety equipment, Sun Oil Company's 
Marcus Hook, Pa., refinery has set up a panel 
on which a large number of intriguing items 
are displayed—masks, goggles, inhalators, odd- 
1 Sgr gloves, etc. By dramatizing ae 
the accident rate has been substantially di 
minished, this article states. 


THE FACTORY OF THE FUTURE: COMPLETELY 
AUTOMATIC,——A TECHNOLOGICAL DREAM COM- 
ING TRUE. By Harry Lee Waddell. Advanced 
Management (74 Fifth Avenue, New York 
11, N. Y.), September, 1953. $1.00. The 
mechanical and sociological reasons why the 
automatic factory must come into being, what 
this factory will be like, what changes in pro- 
duction procedures it will produce, and what 
its Shakecks are likely to be are discussed 
here. The author states that the factory of 
the future—contrary to many current inter- 
pretations—will not make the human being 
obsolete but will in fact provide more chal- 
lenging, satisfying jobs. ; 


THE INDUSTRIAL ENGINEERING FUNCTION IN 
MEDIUM-SIZED BUSINESS. By Stewart M. Lowry. 
Proceedings of the Fifth Annual Industrial 
Engineering Institute (University of California, 
Berkeley, Calif.), 1953. 120 pages. $3.50. 
Defined here as the art, science, and practice 
of setting operating standards and of measur- 
ing performance against them, industrial engi- 
neering has the virtue—not found in some 
other staff functions—of being measurable in 
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dollars and cents, this article points out. It 
stresses the usefulness to most companies of 
an organized industrial engineering department, 
manned by at least one qualified staff specialist. 


HOW TO CUT YOUR POWER BILL. Factory Man- 
agement and Maintenance (330 West 42 
Street, New York 36, N. Y.), September, 
1953. 50 cents. Analyzing the types of 
charges which go to make up the typical 
power bill, this article offers suggestions for 
reducing charges based on demand, power 
factor, and energy. For example: Substantial 
savings can frequently be achieved by re- 
scheduling work to reduce peaks of demand, 
installing capacitors, and maximum loading 
of AC motors. 


HOLDING A TIGHT REIN ON TRUCK OPERATING 
costs. By Dwight G. Baird. Mill ©& Factory. 
(205 East 42 Street, New York 17, N. Y.), 
September, 1953. 50 cents. An exceptionally 
thorough cost record system makes it possible 
for the Kellogg Company to keep the average 
cost of operating and maintaining all its in- 
dustrial trucks at 28.3 cents an hour, this 
article reports. In addition to describing this 
system in detail, the author lists 26 services 
provided, for: every Kellogg truck after ap- 
proximately 100 hours of operation. 


ELECTRONIC CONTROLS. By Norman Weissman. 
Factory Management and Maintenance (330 
West 42 Street, New York 36, N. Y.), Sep- 
tember, 1953. 50 cents. A comprehensive non- 
technical. report on electronic controls, with a 
number of illustrations showing current appli- 
cations. Emphasizing that a grasp of the work- 
ing principles involved can code be achieved 
by the production man, this article explains 
how electronic controls can provide automatic 
regulation for changes in process, product, or 
machine, 


WAREHOUSE TO THE BEST ADVANTAGE. By 
H. C. Christensen. Flow (1240 Ontario 
Street, Cleveland 13, Ohio), October, 1953. 
30 cents. Included here are an analysis of 
nine factors which a comprehensive —— of 
space requirements commonly involves, a four- 
point area utilization formula, an area utiliza- 
tion chart, and a monthly inventory graph. 
The floor height factor requires separate 
analysis for each of four different methods of 
warehouse stacking and handling prevalent 
today, the article points out. 
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THE LUSH NEW SUBURBAN MARKET 


For THe past three years an average of 
about 1,200,000 Americans have moved to 
the suburbs annually. Suburbia’s popula- 
tion since 1947 has increased by 9 million, 
or 43 per cent; its population now num- 
bers, at a conservative estimate, about 30 
million. Its growth is portentous even in 
a country accustomed to talking of growth 
in superlatives. The American market as 
a whole, thanks to the economy’s steadily 
increasing productivity, is expanding much 
faster than the American population. But 
the suburban market, thanks to the migra- 
tion, is growing much faster even than the 
American market. 

What is more, Suburbia is the exem- 
plification of the new and growing mon- 
eyed middle class—which seems bound, 
sooner or later, to become the American 
market. The average family-unit income 
of Suburbia is $6,500, which is 70 per 
cent higher than that of the rest of the 
nation. Since 1940, real spendable in- 
come of U. S. consumers, in 1953 dollars, 
has increased by nearly two-thirds, and 
most of this increase has gone to expand 
the numbers and incomes of family units 
with more than $4,000 a year. Not only 
are about a third of these families con- 
centrated in the suburbs; the $4,000-and- 
over group makes up two-thirds of the 
suburbs. Suburbia is already the cream 
of the market. 

Historically, the American marketer has 
drawn his bead on that amorphous indi- 
vidual “the average American consumer.” 
He's done pretty well. But if the new 
Suburbia is the clue to the future that it 
appears to be, the smart marketer is going 
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to do something else as well; he is going 
to sell to the “average American group.” 
For it is this near tyrannical force—and 
not the mythical individual—that really 
determines what people buy and when 
they buy it. 

The basic characteristic of Suburbia is 
that it is inhabited by people who work 
in a city but prefer to live where there is 
more open space, and are willing to suffer 
both inconvenience and expense to live 
there. Statistics of metropolitan-area 
counties show that family units with more 
than $4,000 account for 66 per cent of all 
Suburbia's family units and for 85 per 
cent of all its income, against 44 per cent 
and 71 per cent for all metropolitan 
areas. Suburbia contains much of the na- 
tion’s luxury market, but it is no longer 
exclusively the luxury market it once was. 
It is bigger and more uniform—a combina- 
tion made to order for the marketer who 
understands what Suburbia is and where 
it is going. 

Suburbia’s inhabitants are growing 
more than ever concerned with the opin- 
ions of others in their group. But whereas 
the suburbanite of the 1920's tried to 
keep up with the Joneses, the modern 
suburbanite tries to keep down with the 
Joneses—to consume no more and no less 
conspicuously than they. Not getting the 
balance just right can be a source of fric- 
tion, feuds, and sleepless nights. 

Another basic characteristic of Suburbia 
as a market is its propensity for having 
children. Exactly 27 per cent of Sub- 
urbia’s population in 1950 was under the 
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age of fourteen, against 21.6 per cent for 
the rest of the metropolitan areas. Con- 
sequently, children set much of Suburbia’s 
pattern of life. 

Suburbia’s home ownership has been 
influenced by its desire for children. Fully 
75 per cent of the suburban dwelling 
units are owned by their occupants, 
against 41 per cent for the rest of the 
metropolitan areas. It would be stretch- 
ing the facts, of course, to say that this 
high ratio is the result of the desire to 
have children; but a major reason given 
for moving to the suburbs was to accom- 
modate children, and in most suburbs that 
meant buying a house. 

Since suburban society is virtually 
servantless, labor saving devices are a ne- 
cessity in a household with children. 
Many suburbanites are not only ready but 
eager to go into debt for appliances that 
will increase their efficiency. As they 
acquire progeny, moreover, they develop 
strong preferences for furnishings that 
will stand the gaff. The marketer who 
wants to sell to Suburbia must consider 
it not merely as an area with a high de- 
mand for diapers, toys, tricycles, overalls, 
and other merchandise used up by chil- 
dren. He should look at his furniture, his 
paint, his rugs, his lamps, and other works 
of art, and ask: how much sense does all 
this stuff make with kids around? 

This concern for the kids is one large 
reason why Suburbia is in the van of a 
national trend toward simple, informal 
living. The majority of respondents in 
a Fortune survey of suburban stores agree 
that suburbanites prefer simpler and more 
casual things than the rest of the country. 


Moreover, Suburbia has a good eye for 
color, and it keeps abreast of the latest 
developments in the art of living, at least 
as that art is set forth in the many wom- 
en’s and home magazines. 

Suburbia has grown more than 75 per 
cent since 1934, while total population has 
grown exactly 25 per cent. But can 
Suburbia maintain this rate? Will the 
U. S. someday become one big Suburbia? 

The immediate possibilities are exhil- 
arating. If there is no serious recession, 
if productivity continues to rise as it has 
risen since 1947, if taxes are reduced, 
there will exist, by 1960, at least five 
million more family units with disposable 
income of $4,000 or more (in 1953 dol- 
lars). If the same percentage of all fam- 
ilies in the $4,000-and-up group are living 
in the suburbs in 1960 as are living there 
today, suburban population will have in- 
creased by six to eight million. And if 
people continue to migrate to the suburbs 
at their recent rate, Suburbia will increase 
by more than 10 million. 

Whether this migration will continue 
unabated depends on the suburban poten- 
tialities of the cities. Many of the larger 
ones cannot develop many more suburbs 
unless their industries decentralize further. 
Other cities have enough room around 
them for a long series of new suburban 
developments. But sooner or later their 
suburbias, too, are likely to become little 
satellite cities, with their own growing 
suburbias. 

And about that time, provided big 
cities decentralize and both population 
and living standards continue to rise, 
town and country may well have merged 
into a new All-American Suburbia. 


—Fortune, November, 1953, p. 128:7. 





IT CERTAINLY PAYS to advertise. There are 26 mountains in Colorado higher than 


Pike’s Peak. 


—Washington Times Herald 
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TRENDS IN SALESMEN’S COMPENSATION: 
A SURVEY OF COMPANY PRACTICE 


One Factor influencing sales manage- 
ment’s current planning for changes in 
salesmen’s compensation methods and pol- 
icies is the possibility of reduced profits in 
the coming months, according to the find- 
ings of a detailed survey of more than 
1,800 companies recently completed by 
The Dartnell Corporation. 

Most sales managers interviewed in con- 
‘nection with the survey expected the 
squeeze on profits to make itself felt late 
in 1953 and reach greater proportions by 
1955. The cost of operating salesmen, in- 
cluding the item of direct compensation, 
will be among the first to be analyzed in 
search of possible savings. 

The average annual earnings of experi- 
enced salesmen employed by companies 
covered in the survey, rose from a low of 
$2,986 in 1933 to $7,242 as of October 
1, 1952. This is an increase of approxi- 
mately $200 over 1951 and of $1,000 
over 1945, 

Results of the survey show a trend 
toward angling the compensation plan to 
give salesmen a “tax break.” Consider- 
able attention is being given to deferred 
compensation—such as stock purchase 
plans, negotiable employment contracts, 
pension plans, etc.—which give the sales- 
man what he needs to take care of his 
day-to-day expenses, accumulating part of 
his earnings in a reserve for distribution 
when taxes are lower. 

Study of the most successful compensa- 
tion plans shows that today’s salesmen are 
being paid in five kinds of money: 

1. Security money in the form of a 
basic salary or a draw against commis- 
sions. 

2. Incentive money, over and above 
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base pay, which the salesman earns by 
putting forth extra effort. 


3. Opportunity money, which he can 
earn by promotion to more profitable ter- 
ritories, branch managerships, etc. 

4. Loyalty money, which might take 
the form of adjustments in base pay re- 
sulting from the length of service or spe- 
cific contributions to the welfare of the 
business. 

5. Practice money paid to salesmen to 
encourage them to test out new sales ideas 
which might for a time adversely affect 
their regular source of income. 

The shortage of good salesmen, besides 
increasing the need for better recruiting 
and training procedures, has upped the 
rate of turnover in most organizations and 
increased the replacement cost. One com- 
pany which carefully analyzes its sales 
costs reported that the direct expense of 
putting a new salesman into production is, 
at present, $2,050. Indirect expenses 
often add as much as 50 per cent more. 

The restlessness of college men today is 
turning some companies away from this 
source of sales recruits. More and more 
companies are finding sales replacements 
in the office, the service department, and 
even the production department. 

Average starting salaries for college 
graduates in sales work are reported by 
105 companies to be $301 a month (as 
compared with $325 for engineering grad- 
uates). This is a significant increase for 
sales jobs since last year. The reported 
average pay of sales trainees in 211 com- 
panies for 1952 was $4,130 in manufac- 
turing and $3,819 in distributive services 
(retailing, etc.). 

The study shows a trend away from 





quota plans. Where quotas are being 
used they are set low enough so that they 
can be easily made. Typical of this trend 
is the practice of letting salesmen set their 
own quotas or goals in consultation with 
their sales managers. 


Increasingly, bonus plans are being kept 
simple, so that they will be readily under- 
stood by the salesman who wants to know 
his day-by-day earnings. Bonus plans are 
widely geared to territorial profits, when 
this is feasible, but there is a trend toward 
rating salesmen periodically to determine 
how much of the over-all bonus “pot” 


percentage of the “excess” earnings of the 
business are allocated to the sales depart- 
ment bonus. However, some sales man- 
agers have discontinued these so-called 
merit-rating plans because there are too 
many intangibles in measuring sales work. 

Since the spring of 1953, nearly all re- 
porting companies have tightened up on 
expense accounts. Some are limiting cer- 
tain expenses or requiring flat reductions 
of 10 per cent over 1952. Auto allow- 
ances, which went as high as 10 cents a 
mile in some cases, are being brought 
down to 7 cents and even 6 cents a mile 


they will receive. In such cases, a fixed under a graduated-use plan. 
—The Dartnell Corporation (Chicago 40, IIl.). 


Operation Mousetrap 


“BUILD A BETTER mousetrap and the world will beat a path to your door.” 

Once upon a time, a man built such a mousetrap and sat down and waited. 
Nothing happened. 

He went out into the world to discover what was interfering with the Path 
Beating Project. He consulted his friends. His mousetrap was better, he insisted, 
so why had they not come to get it? 

One man said “nuts” to the idea of a new-fangled gadget for catching mice; 
another, that it was agin nature, which had provided cats to take care of rodents; 
still another complained of the expense. The few who would listen were indifferent, 
skeptical; the druggist who sold rat poison turned out to be downright disagreeable. 

So he started to build the path himself. 


For he believed in his mousetrap. 
—Service (Cities Service Company) 10/53 


A Formula for Successful Salesmanship 


THERE IS NO one formula for the makeup of a star salesman. He may have many 
attributes; yet because he lacks but one, he may stumble into failure. He may be a 
man of many ideas, yet one sound idea, properly exploited and developed, may be 
enough to produce a successful career. 

If I were to make up a recipe for successful salesmanship, I would blend to- 


gether 14 ingredients. Here they are: 
1. A star salesman is ambitious, but his ambition is patient and far-seeing. 
2. He can sell under pressure, but he doesn’t put customers under pressure. 
3. He knows his business thoroughly and makes it his business to know the 
client's business. 
. He surveys his prospects’ or customers’ needs before calling, not in order to 
see how much he can get from them, but to see how much he can give. 
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He has his selling knowledge organized, which means knowledge of the product 
and how to sell it. 

He plans how to get in so that he can tell his story, but once in, he often lets 
the client tell the story. 

He can smoke out a prospect's idea and expand it, but he will never claim it 
for his own. 

He has planned his speeches, but he knows how to depart from any plan. 


He makes it easier for the prospect to buy than to turn him down, but he 
never embarrasses a client who must turn him down. 


He has a developed personality, but he is not a “personality kid.” 

He talks well, yet he knows that silence is golden. 

He can think on his feet, but he thinks with his head. 

He is interested in his appearance, neatness, clothes, but he must back up his 
selling with substance, ideas, thinking. 

He knows how to lose if he must, yet he won't take no for an answer. 


—Etmer G. Leterman in The Sale Begins When the Customer 
Says “No” (Greenberg, Publisher, New York) 


Trends in U. S. Spending Habits 


CONSUMERS continue to spend an increasing share of their income for durables and 
nondurables, and less for items classified as “services’—rent, recreation, trans- 
portation, haircuts, laundry, and the like. Several reasons account for this shift 
in the buying habits of Americans, which has been in progress for at least 25 
years; but from almost any angle it spells an improved standard of living. 

The nature of the change can be seen from the following tabulation which shows 
how the consumer dollar has been spent since 1929. (Figures for 1953 are based 
on the first half of the year.) 


1929 1939 1949 1953 


Total expenditures (in cents) 100.0 100.0 100.0 100.0 
Durables 11.9 9.9 13.3 13.3 
Autos, parts ; 4.1 3.1 3.3 6.2 
Furniture 5.8 5.0 6.0 5.2 
2.0 1.8 2.0 1.9 


Nondurables ch 47.8 52.3 55.4 53.0 


Clothing, shoes £4.79 10.3 10.4 9.0 
Food, drinks 

Gasoline 

House furnishings 

Tobacco 


Services 


Household operation 
Housing 

Personal 

Recreation 
Transportation 


12.0 
—The Biddle Survey 10/6/53 
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THE TELEPHONE ORDER BOARD: 





WEAKEST LINK IN YOUR SALES ORGANIZATION? 


Every year thousands of dollars are 
spent training industrial salesmen to sell. 
A salesman can spend months getting a 
potential account to call his company— 
but an inept job of serving that customer 
on his first telephone call can mean a lot 
of lost time and money. 

To many buyers the person on the tele- 
phone order board is the company. 
Seventy to 80 per cent of all industrial 
orders are handled over a telephone; that 
makes your order board responsible for 
the bulk of your company’s business. 

Not only that—the telephone is the 
only means available to aid a customer in 
an emergency. When the customer is 
in a jam, he calls the order board. He 
hasn’t got time to find your salesman. 
The kind of service he gets from your 
order board may determine, in the long 
run, whether your company stands or 
falls. 

Do you know how efficiently and cour- 
teously your telephone order board per- 
forms? Here is a telephone sales-effi- 
ciency test, prepared for your order 
board and your salesmen, that will help 
you find out. The questions are based on 
opinions of telephone order personnel, in- 
dustrial salesmen, purchasing agents, and 
buyers in a number of companies. 


Do you sound pleasant, helpful, cheer- 
ful? If you are earnestly trying to be 
pleasant and helpful, the customer will 
hear it in your voice. 


Do you try to be yourself and act 
naturally? The biggest obstacle you must 
overcome on a telephone is the telephone 
itself. Think of the buyer as sitting by 
your side, then start talking to him. 

—Rosert E. Lovett. Printers 





Do you give information freely? Most 
purchasing agents and buyers think of 
the order board as an information desk, 
not simply a place that takes orders. They 
call you because they think you can help 
them. Help a buyer find what he wants, 
even if you don’t carry it. 


Do you know other sources of supply, 
including your competitors? A curiosity 
about the other guy is good business. It 
keeps you on your toes and sets you up 
in the eyes of your customer as a source 
of information. 


Do you know your own products? This 
includes knowing company policy and 
procedure and organization. What your 
division doesn’t have, another may stock. 


Do you quote prices accurately? Indus- 
trial organizations are extremely price- 
conscious. Refusing to give prices quickly 
and carefully is often almost the same as 
refusing to do business. 


Do you make casual promises about 
delivery, stock, etc.? A broken promise 
may mean a cancelled order and a lost 
customer. A buyer plans his operations 
on your promises. You can seriously 
hinder his business by making commit- 
ments that can’t be kept. 

Do you recommend substitutes when- 
ever possible? Purchasing agents don’t 
always know what is available. If they 
want an item you don’t carry, but one 
for which you can furnish a comparable 
substitute, you should offer your product. 
They may not buy it, but they will ap- 
preciate your interest. There are times 
when such a move will open a new line of 
products to them or help them out of a 
tight situation. 


’ Ink, Vol. 243, No. 11, p. 50:2. 
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PLANNING SALES STRATEGY 


FOR A BUYERS’ MARKET: A SURVEY 


Bover resistance is currently posing a 
greater challenge to marketing manage- 
ment than it has for many years past, 
judging from the experience of 155 manu- 
facturing companies replying in a recent 
survey by the National Industrial Con- 
ference Board. 

Ninety per cent of these companies re- 
ported that they face important sales 
problems in the coming year, and three 
out of four are finding over-all sales ex- 
penses proportionately higher than last 
year. 

Increased competition is forcing atten- 
tion to such measures as accelerated re- 
cruiting and training of salesmen; de- 
veloping an aggressive attitude in the 


sales force; developing new products and 


new markets for existing products; and 
reducing of production and distribution 
costs. The respondent companies also 
plan to strengthen their sales by improved 
delivery and service, more intensive mar- 
ket coverage, dealer education, and bet- 
ter finished goods stocks. Almost 40 per 
cent anticipate greater sales expenditures 
in 1954, partly as a result of increased 
sales efforts. 

Not only is there more competition for 
the consumer's dollar, the survey revealed, 
but price competition is becoming prev- 
alent as a result of the decline in de- 
fense business, which is beginning to free 
productive capacity in some industries 
and intensify the search for consumer 
markets. 

Companies that are experiencing price 


competition generally hope to overcome it 
through lower production costs. Some 
believe that maintaining or improving 
quality against a background of rising 
costs is probably their most difficult cur- 
rent problem. Few companies expect to 
be able to reduce distribution costs, and 
many expect that such costs will neces- 
sarily increase as sales efforts are intensi- 
fied. 

Advertising expenditures of half the 
replying companies will be higher in 1953 
than they were a year ago, while in most 
other companies expenditures will be 
about the same. However, increases re- 
ported for this year are generally slight. 

A substantial portion of the companies 
cooperating in the Conference Board sur- 
vey are intensifying their efforts to re- 
cruit competent salesmen and to train 
existing salesmen to do a better job, while 
a third of the reporting companies will 
put more salesmen in the field. But com- 
panies are experiencing difficulty in re- 
cruiting salesmen; they report that good 
men are scarce. 

Most companies are optimistic concern- 
ing their ability to rebuild their sales or- 
ganization. They have successfully met 
the problem before and are prepared to 
face up to it once again. However, sev- 
eral sales executives consider that the 
productivity of the individual salesmen 
may become a problem over the next two 
or three years, when sales jobs will be 
plentiful and many new men will be in 
training. 





FARMERS MAKE UP 36 per cent of the U. S. population. They buy about 15 per 
cent of all U. S. machinery and 30 per cent of all motor trucks, and their annual 


cash spending averages over $30 billion. 


November, 1953 


—American Exporter Industrial 11/53 












The Customers Are Flush 











AMERICAN CONSUMERS are better off than ever before. The Federal Reserve Board 
estimates that they have a net worth of $640 billion. The Commerce Department 
reports that their incomes for the first eight months of 1953 are at a record annual 
rate of $284 billion. Personal savings are 6.9 per cent of income after taxes— 
a whopping $16 billion a year. 


These impressive figures not only indicate the consumer's prosperity—they are 
proof that he is sitting in the driver's seat. His spending will largely determine 
the level of business activity. In fact, as Harvard economist Sumner Slichter points 
out, the best way to avert a recession is to get customers to buy more. 

As Slichter sees it, consumers can safely reduce their saving to about 5 per cent 
after taxes. This would pump another $5 billion a year into the economy. 

But consumers won't spend an extra $5 billion—or even $1 billion—without an 
incentive. It will be up to business to sell them. Business must compete more 
effectively with the consumer's desire to save—and this means offering better goods 
at more attractive prices. 

This is a real challenge. As Slichter states: “The potential demand is there. 
It will be a blot on the American system of private enterprise and a reflection on 
the resourcefulness of American management if unemployment develops because 
business concerns are unable to persuade consumers to raise their spending.” 
—Business Week 10/17/53 













































Limiting Salesmen’s Calling Hours: A Survey 


WHILE INTERVIEWING salesmen is an extremely important part of any purchasing 
agent's activities, some purchasing departments have found it necessary to limit the 
hours when salesmen may call. In a recent survey, Purchasing magazine questioned 
a cross-section of purchasing departments on their interviewing policies. Here are 
its findings: 

Only 5 per cent of the respondents said that more than half of their buyers’ 
time was spent with salesmen. A little over one-fourth of the companies put the 
time devoted to sales interviews at from 31 to 50 per cent, and the remainder set 
it at 30 per cent or less. 


Sixty per cent of the replying companies thought that sales interviews, as well as 
other departmental activities, would be more efficiently handled if they could be 
scheduled for specified hours of the day. 


Eight per cent of the purchasing departments set definite, limited hours within the 
working day for interviewing salesmen (with due allowance for emergencies, 
special appointments, etc.); 15 per cent have “suggested hours”; and the remainder 
set no limitation on times when salesmen may call. Wide variations were reported 
in days and hours specified for interviews. 


Sixty per cent of the respondents indicated they felt that restricted calling hours 
are unfair to salesmen, and only 27 per cent thought that salesmen themselves don’t 
—or wouldn’t—object to limited hours. 

—Purchasing 9/53 















SALESMEN’S SPENDING on entertainment and travel is getting closer attention these 
days from cost-conscious management, and cuts in expense accounts will increas- 
ingly be in order, according to the Research Institute of America. Another economy 
angle: After analyzing incoming long-distance calls from salesmen, one company 
found that in almost every case a telegram or airmail letter would have taken care 
of the situation. The new policy: No more collect calls to the home office. 
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CAN SALES CONTRACTS BE STANDARDIZED? By 
Robert L. Fraser. Modern Industry (99 
Church Street, New York 8, N. Y.), October, 
1953. 75 cents. A $25-million saving could 
be made every year by substituting a standard 
set of sales conditions for individually worded 
contracts, this author states. Analyzing the 
basic contents of most sales agreements, he 
arrives at a set of nine clauses needed in the 
standard contract, which, he proposes, might 
be filed with an office such as the American 
Standards Association and made available for 
review and adoption by interested companies 
and government agencies. 


HOW TO BUILD YOUR VOLUME WITH MANU- 
FACTURER AGENTS. By Marvin Leffler. Sales 
Management (386 Fourth Avenue, New 
York 16, N. Y.), September 15, 1953. 50 
cents. Twelve ways to improve relations be- 
tween manufacturers’ representatives and their 
principals so that better coverage and in- 
creased sales volume will result are given here. 
Included are suggestions for paying commis- 
sions on time, ruling out cut commissions, and 
leaving the agent to run his territory alone 
and to service even the most valuable ac- 
counts. 


COUNTERFEITING AMERICAN GOODS ABROAD. 
By Don Wharton. Advertising Agency (48 
West 38 Street, New York 18, N. Y.), Octo- 
ber, 1953. 35 cents. The author believes 
American firms should give more publicity to 
the widespread counterfeiting of their goods 
going on in foreign countries, emphasizing 
that it is the consumer as well as the manu- 
facturer who suffers. Among the most danger- 
ous imitations which manufacturers are trying 
to detect and outlaw, the author states, are 
great quantities of fake drugs currently being 
sold in South America and India under the 
labels of reputable American manufacturers. 


BABIES MEAN BUSINESS. Sales Management 
(386 Fourth Avenue, New York 16, N. Y.), 
June 15, 1953. 50 cents. Based on interviews 
with several hundred individual mothers and 
accompanied by numerous tables, this article 
offers a detailed analysis of the changes that 
take 71 in family buying habits with the 
arrival of a baby—e.g., more purchases of 
such items as washing machines, dothas dryers, 
and insurance; decreasing expenditures for 
furniture, refrigerators, and automobiles. 


IN PICKING TEST MARKETS, THINK ABOUT A 
CITY’S PERSONALITY. By Edward M. Raynolds. 
Printer’s Ink (205 East 42nd Street, New York 
17, N.Y.), August 28, 1953. 25 cents. Since 
the perfect test city does not exist, the number 
and size of the cities a marketer chooses in 
which to test a product or merchandising acti- 
vity must be tailored to the test's objective, 
this research man suggests. He notes that— 
as a general rule—at least two cities should be 
used for every variable, and outlines a number 
of the city “personality” factors which must be 
taken into account for accurate results. 


HOW DIRECT MAIL SOLVES MANAGEMENT PROB- 
LEMS. By Henry Hoke. The Reporter of Direct 
Mail Advertising (224 Seventh Street, Garden 
City, N. Y.), September, 1953. 50 cents. This 
special convention issue deals with ways of 
analyzing the management, promotion, pub- 
licity, or sales problems which direct mail 
can help solve. Among the contents: a chart 
showing how salesmanship in all its forms 
must be applied to every point of a marketing 
plan; a simple method to assess the positive 
and negative sides of a business problem; a 
description and appraisal of the mail order 
profession; and a report on a survey of mail 
order uses which shows that direct mail is 
considered most valuable as a means of pav- 
ing the way for salesmen. 








AMA MARKETING CONFERENCE 
The Marketing Conference of the American Management Asso- 


ciation will be held on Wednesday, Thursday, and Friday, January 
27-29, at the Hotel Roosevelt, New York City. 
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Financial Management 











Pans ror encouraging savings and in- 
vestment among emplcyees in industry 
are providing a fresh source of the new 
capital which is constantly required for a 
growing America. Currently, some 19 
large corporations—notably in the petro- 
‘sum industry — are developing a new 
type of thrift plan, usually combined with 
stock ownership, which shows promise of 
wide acceptance and can be geared to fit 
the needs of the small company as well 
as the large. Fifteen of these companies 
have reported that, on the average, 86 
per cent of their eligible employees par- 
ticipate in such plans. 

Under this kind of payroll deduction 
plan, the employee agrees to have with- 
held a certain percentage of his annual 
wage (varying from 2 to 10 per cent) 
which is invested for his account, usually 
in government bonds or company stock. 
To this amount the company contributes 
a cash bonus of from 15 to 100 per cent 
of the employee's contribution. The com- 
pany’s contribution is usually invested in 
company common stock, or, permissively, 
in some of the important new plans, in 
shares of investment companies. In mosi 
cases the employer’s bonus is forfeited 
unless the employee continues to save un- 
der the plan for a specified minimum 
period, usually five years. 

Under the Sun Oil Company plan, for 
example, the employee may contribute up 
to 10 per cent of his salary, to which 
the company adds a 50-per cent bonus. 
The entire amount is invested in com- 
pany stock. A new plan is started each 
year. Each year’s investment in the stock 
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EMPLOYEE THRIFT PLANS PAY OFF FOR MANAGEMENT 


is held for five years and then distributed 
to the employee. 

The Sears, Roebuck and Company plan 
includes a unique profit-sharing and years- 
of-service feature. Each year the em- 
ployee may contribute up to 5 per cent 
of his pay to the fund. The company 
contributes to the fund 5 per cent of 
profits if they are under $40 million and 
a higher percentage as profits are greater, 
reaching 9 per cent when profits exceed 
$100 million. All funds, as far as prac- 
ticable, are invested in company stock. 
This employee fund is now the largest 
stockholder of the company. 

Socony-Vacuum, later followed by the 
Texas Company and others, has set a 
new precedent that specifically includes 
use of investment company shares in their 
employee thrift funds. These plans per- 
mit the employee to elect whether both 
his contribution and his employer's 50 
per cent bonus shall be invested in U. S. 
Savings Bonds, company stock, or shares 
of selected investment companies. This 
concept of using investment company 
shares in employee thrift plans may have 
wide appeal to companies desiring their 
employees to become stockholders but 
having no stock of their own available on 
the public market. 

The incentive savings plan of these 19 
corporations covers nearly a million work- 
ers. They have proved desirable for sev- 
eral important reasons: 


They encourage personal thrift; they 
develop in the worker an interest in our 
profit and loss system which is no longer 
academic; they reduce labor turnover; and 
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they give the company a competitive ad- 
vantage in the labor market. 

The same reasons which prompt large 
corporations to adopt these plans apply 
with equal logic to companies with no 
stock of their own available or suitable 
for employee investment. Some simple 
standard form of thrift plan embodying 
many of the features of thos. now in 
existence could be devised and put into 
effect by these smaller companies. For 
example, the Sun Oil company plan— 
which provides the advantage of early 
and frequent distributions of the securi- 
ties to the employee—would be a simple 
one to follow, with the following modi- 
fications: 

Instead of purchasing company stock, 
the employee’s contribution might be in- 
vested in U. S. Savings Bonds, as is done 
under the General Electric plan. This 


would help spread the government debt 


among individuals and afford a “dollar 
certain” payback. 

The employer's bonus contribution 
might be invested in shares of investment 
companies. This would give the employee 
a broadly diversified participation in the 
fortunes of American industry. 

If greater emphasis on corporation own- 
ership was desired, a larger proportion of 
common stock investments could be ar- 
ranged. If it appeared desirable to take 
advantage of the tax exemption features 
of a qualified profit-sharing trust, either a 
contributory or non-contributory profit- 
sharing plan could be adopted. 

Concentrated effort to promote payroll 
deduction incentive savings plans of this 
character on a national scale by the in- 
vestment industry in cooperation with the 
banks and the U. S. Treasury Department 
might produce some surprisingly whole- 
some results. 


—MERRILL GRISWOLD. The Freeman, October 19, 1953, p. 58:2. 


Minutes for Profit 


RECENTLY a utilities company figured out what happened to an eight-hour work- 
ing day—from the standpoint of how long it took to earn enough money to pay 
the company’s bills. 

The biggest slice out of each working day went to pay wages and salaries. It 
took from 8 a.m. to 10:53 a.m. to take care of the employee payroll. Earning 
the money to buy materials and services took a long while, too—from 1:53 to 
2:35 p.m., with time out for lunch. To pay for coal, purchased to resell to others, 
required one hour and 18 minutes—from 2:35 until 3:53 p.m. 


Meeting the company’s tax bills was a considerable item, taking from 3:53 to 
4:19. Paying for wear and tear on equipment and paying interest on money the 
company borrowed to make improvements took another 23 minutes. It wasn’t until 
4:42 p.m. that the company had earned enough to pay all its bills. 





THE COST of evading federal taxes is growing, and so is the number of convicted 
evaders. According to a study by Commerce Clearing House, 598 federal tax- 
payers were convicted of tax evasion during 1952, as compared with 36 a decade 
earlier. Fines imposed as a result of conviction mounted to 21 times the amount 
collected in 1942. Over the decade, the number of individual and corporate income 
tax returns filed rose from 37 million to 55.5 million. 

—The Controller 7/53 
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HOW HIGH ARE PROFITS? 


One oF the important economic devel- 
opments of 1953 has been a substantial 
increase in the dollar volume of corpora- 
tion net profits after taxes from the level 
of 1952. But how high are profits in 
comparison with the record of previous 
years—and as a share of total national in- 
come? . 

In the first six months of 1953, cor- 
porate profits after taxes were at an an- 
nual rate of $20.4 billion. This was higher 
than in the first half of 1952, but lower 
than in 1948, 1950, or the first half of 
1951. If allowance is made for the de- 
clining value of the dollar, this year’s net 
profits for all corporations represent less 
purchasing power than those made five 
or six years ago. 

The record shows that real profits have 
a little more than doubled since 1939. 
This increase, however, does not mean 
that corporations are doing exceptionally 
well. The entire national income has 
doubled since 1939, and our industrial 
plant is more than twice as large as it was 
in 1939. Therefore, profits have just 
about kept pace with industrial growth. 

How high are profits compared with 
sales, or compared with the stockholders’ 
investment? What is the rate of return 
to the people who have invested their 
savings in corporate business? 

For the past three years, the rate of 
return on both sales and investment has 
been substantially below the return 
achieved in earlier postwar years. The 
rate of return on stockholders’ investment 
is higher now than it was in 1939. But 
this is primarily because today’s profits 
are reported in terms of today’s prices, 
whereas much of the investment in plant 
facilities is still carried on the books at 
prewar prices—which are substantially 


below the cost of replacement. The cur- 
rent rate of return, measured as a per- 
centage of total corporate sales, is below 
prewar levels. 


Actually, in every year since 1915 at 
least 25 per cent of all corporations have 
operated at a loss. In 1939, 58 per cent 
of all corporations were losing money. 
This year the figure will probably be at 
least 30 per cent. The improvement since 
1939 shows a much healthier economy, 
but it does not indicate that profits are 
easy to make. 

The most important single fact about 
profits is that they now represent a 
smaller share of national income (6.6 
per cent) than they have in past years 
of normal prosperity. For the past three 
years, profits have taken a smaller share 
of the pie than in 1939, when the figure 
stood at 6.9 per cent, and considerably 
smaller than in the early postwar years. 


The main reason for the declining cor- 
porate share of national income is, of 
course, the increasing share taken by the 
Federal Government in the form of taxes. 
Taxes on profits now equal almost 8 per 
cent of the national income, compared to 
only 2 per cent in 1939. 

It is important that these facts about 
profits and taxes be widely understood. 
At its next session, Congress must con- 
sider what to do about the emergency 
taxes on profits enacted after the out- 
break of the Korean War. Many factors, 
including the revenue needs of the gov- 
ernment, must enter into the decision 
whether or not to reduce taxes. But one 
fact stands out clearly: By comparison 
either with past years or with the total 
national income, corporate profits today 
are relatively low. 


—From an editorial by the McGraw-Hill Publishing Company. 
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The Business Mood: “’Self-Conscious Caution” 


’ 


“MY COLLEAGUES have a general feeling of insecurity,’ a Providence banker wrote 
last month in reply a Fortune survey of businessmen’s expectations and plans. 
Underscore the word “general” and the mood of a representative cross section of 
some 200 executives in twenty cities is pretty well summed up. Businessmen are 
worrying, and worrying about a wide variety of things, among them housing, 
defense, customers’ inventories, installment credit, consumer psychology, taxes and 
international affairs. 


But although there was widespread worry there was no deep gloom. The business 
mood had changed from “cautious optimism™ last spring to what one executive 
terms “self-conscious caution.” It was expressed in such phrases as “The bloom is 
off the peach,” and “The caution sign is up for all.” 


One-fourth of the executives still speak of their current sales as “excellent” as 
compared with one-third who felt that way last spring. Half said their sales are 
“good,” and very few called them “poor.” 


The thing feared most by most executives was fear itself. “Nearly all executives 
interviewed are worried about the possibility of talking ourselves into a recession,” 
Fortune’s San Francisco correspondent reported. “That old Roosevelt saying ‘we 
have nothing to fear but fear itself could well apply right now,” said the vice 
president of a large Pittsburgh bank. 

What will happen to business in general if everyone decides to play it close? 
Non-professional business forecasters are bearish because they tend to over-emphasize 
this question of psychology. The professional forecasters, on the other hand, are 
now widely agreed that any business readjustment will be relatively mild. 

—Fortune 11/53 


State Taxes Hit a New High 


THE ANNUAL state tax burden soared to a new high of $68 per capita during the 
1953 fiscal year, according to Commerce Clearing House. A state-by-state breakdown 
shows that the average state tax collection per person has risen $4 since 1952. In 
all, the 48 states collected approximately $1014 billion this fiscal year, an increase 
of $700 million over 1952. 

Washington had the highest average for the year: $108 a person, up 6.6 per 
cent for the year. Although the majority of the states continued the steadily rising 
trend of tax increases, there is some evidence that the peak may be near. Seven 
states reported decreases, and nine showed increases of less than three per cent. 


Utah reported the greatest decrease of the year—down 8.4 per cent to $68— 
while Alabama showed the sharpest increase, going up 21 per cent to $52 per 
person. New Jersey held its place as the lowest in the per capita list, but its taxes 
also increased by 6 per cent to $37. New Jersey is the only state where tax col- 
lections have not more than doubled in 10 years, but its cities have comparatively 


high per capita collections. —Commerce 10/53 





LAST YEAR the American people paid $32.1 billion in federal, state and local 
personal taxes, while personal savings were $16.9 billion, about half as much. 
This record tax take averaged $1.98 a day for every family in the United States— 
and it doesn’t include corporate and other business taxes. 

—U. S. Chamber of Commerce 
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SUBJECTING MAINTENANCE COSTS TO BUDG- 
ETARY CONTROL. By W. C. Wickenden. 
N.A.C.A. Bulletin (505 Park Avenue, New 
York 22, N. Y.), September, 1953. 75 cents. 
Accountants can make a substantial contribu- 
tion to maintenance cost control by preparing 
both variable and over-all budgets—which, to 
be effective, should be based on actual current 
production (rather than the level selected in 
a profit forecast) and judged only after sev- 
eral months, this author points out. He cites a 
$35,000 saving in the maintenance costs of a 
single department of the Norton Company 
(Worcester, Mass.) after such a budget was 
installed. 


WHAT'S YOUR LABOR COST BAROMETER READ- 
ING TODAY? By Mario R. Funari. N.A.C.A. 
Bulletin (505 Park Avenue, New York 22, 
N. Y.), September, 1953. 75 cents. A method 
of preparing a daily and cumulative monthly 
— of the actual and budgeted relationship 
of indirect to direct labor costs, both on an 
over-all basis and for selected categories of 
indirect cost, is outlined here, with sample 
data sheets. The author shows how this system 
is effectively utilized in a company with 19 
separate manufacturing plants to furnish daily 
labor cost reports to management. 


CHANGES IN PUBLIC AND PRIVATE DEBT. By 
Elwyn T. Bonnell and John A. Gorman. Sur- 
vey of Current Business (Superintendent of 
Documents, U. S. Government Printing Of- 
fice, Washington 25, D. C.), September, 1953. 
30 cents. While all major categories of debt 
advanced in 1952—a year of high production, 
sales, and investment—three-quarters of the 
advance ($23.5 billion) was accounted for by 
net private indebtedness, this report states. 
Federal debt increased by $10.5 billion, and 
state debt, largely for highway construction, 
rose by $2.5 billion. 


A LOOK AT THE CAPITAL MARKETS. By Roger 
F. Murray. The Controller (73 Main Street, 
Brattleboro, Vt.), September, 1953. 50 cents. 
The author offers three suggestions to any 
company coming to the capital markets during 
a period of “tight” money: 1) maintain 
good relations and exchange information with 







lenders and investors; 2) keep firm control 
over inventories, exercise care in the extension 
of trade credit, and strictly budget plant ex- 
penditure programs; and 3) consider strongly 
the possibility of raising money through the 
sale of equity securities. Special attention is 
given to the bond market. 


WHAT MANAGEMENT SHOULD KNOW ABOUT 
CREDIT UNIONS. Management Methods (141 
East 44 Street, New York 17, N. Y.), August, 
1953. 50 cents. The 13,000 credit unions 
chartered by states or the Federal Government 
are helping small as well as large employers 
to encourage thrift and relieve the financial 
pressures which impede their workers’ effi- 
ciency, this article points out. It describes 
how the New York Central System has used 
credit unions—34 in all—to cut garnishments 
and rehabilitate some financially unstable em- ° 
ployees. 


IT COSTS TO BE THRIFTY. By Lewis H. Haney. 
The Freeman (240 Madison Avenue, New 
York 16, N. Y.), October 5, 1953. 25 cents. 
Taxation and government interference with 
business have been creating roadblocks to in- 
dividual saving and investment which should 
be removed promptly by legislative action, this 
author states. He traces the roots of these 
difficulties to the theories of Keynes, Veblen, 
Pareto, and Marx—which, he says, “furnish a 
barren soil for the growth of capital and its 
productive use by private enterprise.” 


REASONS WHY THE ACCOUNTING PROFESSION 
SHOULD ENCOURAGE A BROADER UTILIZATION 
OF LIFO. By John V. van Pelt, III. The 
Journal of Accountancy (270 Madison Ave- 
nue, New York 16, N. Y.), October, 1953. 
75 cents. The popularity of last-in-first-out 
inventory accounting as a means for deferring 
taxes as inventory profits has obscured its 
potential as a management tool, the author 
claims. In this comprehensive article, LIFO 
is analyzed from its beginnings in the base 
stock method, through its troubles with the 
Treasury, to its development in the hands of 
corporate accountants. The writer then dis- 
cusses his belief in the stabilizing effects of 
LIFO, how it results in sounder statements, 
and why its use should be encouraged. 





THE TAXPAYER is the only varmint expected to yield a pelt every year. 


—D. O. Frynn 
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APPRAISALS THAT DON’T APPRAISE 


Property vALUuEs are commonly deter- 
mined for insurance purposes in any one 
of four ways: detailed appraisals by ap- 
praisal companies, computations arrived at 
by the insured’s engineers or accounting 
department, appraisals by insurance com- 
panies, and surveys made by outside con- 
tractors. These computations are basically 
for the purpose of assisting the insurance 
buyer in his determination of insurable 
value. 

Equally important, however, is a sound 
detailed analysis which can be presented 
to the insurance adjuster after a casualty 
has occurred. The burden of presenting 
the detailed data rests with the insured, 
and sufficient description must be included 
properly to identify the items as well as 
their current replacement cost, deprecia- 
tion, value ‘and loss. 

From the adjuster’s viewpoint, appraisal 
companies’ computations are usually in 
sufficient detail and well organized, 
though occasionally adjusters find reason 
to disagree with the rate of depreciation. 
Their most frequent complaint is that the 
appraisal has not been kept up to date, 
and replacement of worn-out equipment 
has not been adjusted for ins and outs. 
Building appraisals are sometimes trended 
after original calculations, not always an 
accurate method. Such appraisals, when 
kept up to date—at least on an annual 
basis—with proper consideration for all 
insurable property, provide useful evi- 
dence of value. 

Computations made by the insured’s 
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engineers or accounting department, as a 
rule have not been adequate on buildings. 
Too often a square or cubic foot unit 
price is used. This is not really accurate; 
determination of value of buildings must 
be itemized in detail, by trade. Since the 
last war there has been a decided change 
in construction costs, with the increases 
far from uniform among various building 
trades. 


Values of contents usually are based on 
acquisition costs, which are not sound for 
determining insurable value, since actual 
replacement values often vary consider- 
ably even over a 30-day period. 


In most cases where insureds rely on 
accounting records, the values of many 
items charged to expense in current op- 
erations of the business are often inad- 
vertently omitted in the calculations for 
insurance. 


Appraisals by insurance companies are 
in most instances strictly an accommoda- 
tion to the insurance buyer and his agent. 
Fire rates are not predicated on enabling 
the companies to maintain the type and 
size of staffs necessary to do a complete 
appraisal. Here again, their representa- 
tives must usually resort to square or 
cubic foot calculations as a basis for re- 
placement cost. This type of calculation 
does not give an accurate basis for deter- 
mining value. 


A survey, properly detailed, by an in- 
dependent contractor is in many ways 
similar to that used by the appraisal com- 
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panies. That means a schedule of quanti- 
ties and descriptions of the component 
parts of the building less depreciation— 
or, if contents are involved, a detailed 
and descriptive schedule listing these at 
replacement cost, with the applicable de- 
preciation set down opposite each item. 
Determination of the proper rate of de- 
preciation by independent contractors is 
usually the stumbling block. It is only 
fair to say that their prime function is to 
build—not to evaluate. 

The biggest problem in any appraisal is 


ranging from six months to a year, de- 
pending on whether or not “ins and outs” 
are taken into consideration at the time 
they occur. 

Trending of values after good basic ap- 
praisals have been made can be done, but 
it is preferable to reappraise every item. 
If trends are used, they must follow the 
individual trade changes, in the case of 
buildings; and class of equipment changes, 
in matters of machinery, equipment and 
other contents. 

Appraisals may be made to determine 








keeping it up to date. 

Costs have climbed tremendously in the 
last 10 years; they may continue to do so. 
Whatever appraisal method is used, it is 
essential to review building appraisals at report that the calculations are based on 
| least once a year, and contents at intervals reproduction cost less depreciation. 

—J. F. BozHNerR. Credit and Financial Management, October, 1953, p. 18:3. 


liquidation values, fair market value, going 
concern value or physical value. In a 
proper appraisal to determine insurable 
value it should be clearly stated in the 









Industrial Mortality Rate Declines 















THE DEATH RATE among industrial workers has decreased so much that it is now 
down to the level of mortality among the general population, according to Morris 
Pitler of the Mutual Life Insurance Company of New York. 


i Industrial hygiene, accident prevention programs, and the general improvement 
in economic and social conditions in this country account for the lower mortality 
experience among workers, Mr. Pitler believes—and continued improvement can 
be expected. 


Life insurance companies are accepting at standard rates a great many occupa- 
) tional risks for which they formerly charged extra premiums, he points out. In 
1950, extra premiums because of occupation were required on 4 per cent of all 
ordinary life insurance issued during that year; in 1952 the ratio was down to 1.5 
per cent. 

















FARMERS ARE SAFER DRIVERS than members of any other major occupational group, 
according to a survey made by the State Fair Mutual Insurance Company. Retired 
persons, however, have fewer accidents still, and even they fail to match the 
safety records of two smaller occupational groups—proprietors of industrial es- 
tablishments and rural county agents. The worst records are those of non-com- 
missioned military personnel, who were 64th and last on the list, while traveling 
salesmen and the unemployed ranked very near the bottom. Funeral directors 
were in 18th place—and insurance brokers and agents were in a sorry 53rd 
positicn. 

—The Spectator 9/53 
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SELLING TOP MANAGEMENT ON FIRE SAFETY 


Ay coop saLesMaN will confirm that 
he can sell best what he firmly believes 
in himself. Basically, the problem of in- 
teresting top management in fire safety 
is a selling job for the insurance buyer. 


Clear, interesting and effective presen- 
tation to top management can only come 
from knowledge of processes and hazards 
in your own plant, coupled with a 
thorough knowledge of what has hap- 
pened in similar plants. This information 
can be obtained from your insurance car- 
rier, and it should be given full and 
careful study so that you can apply its 
lessons to your own problem. 

Assuming that you have examined your 
own position and are keenly interested in 
doing a thorough job, the next step should 
be the formulation of a comprehensive 
and intelligent program to be admin- 
istered throughout your organization. 
Such a program should conform ap- 
proximately to the following outline: 


1. A firm policy of loss prevention 
should be established by the board of 
directors and top management. A strongly 
worded statement of this policy should 
be sent to all plant managers over the 
signature of the top executive officer or 
the chairman of the board. This state- 
ment should make it entirely clear to all 
personnel that top management is inter- 
ested in the problem, that it intends to 
see that the program is carried out, and 
that plant managers, superintendents, 
and other supervisory personnel are 
charged with definite responsibility for 
safety of property and employees. 


2. A major executive should be ap- 
pointed to coordinate the entire program. 
The scope of his authority should extend 
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to the insurance department; the engi- 
neering and maintenance departments; 
the planning or advisory bodies charged 
with new plants in new locations; the 
production department; and, most im- 
portant, the financial officers or commit- 
tees. 

Many well-conceived programs of fire 
safety have foundered because of inade- 
quate liaison between financial officers 
and production or operating management. 
Top management must be made to realize 
that when budgets set up by the produc- 
tion and sales departments come under 
the scrutiny of the financial officer or 
committee, fire-safety improvements are 
all too frequently the first items to be re- 
jected. Yet if production is permitted to 
get ahead of the accompanying fire pro- 
tection, a serious loss will be the inevit- 
able result. Fire protection should be 
given commensurate status with produc- 
tion; in point of time, planning for fire 
protection should go hand in hand with 
or even precede changes in production. 


3. A handbook or manual of fire 
safety procedures should be prepared and 
delivered to all plant managers or super- 
intendents. 


4. A fire-safety liaison man should be 
‘appointed in each plant. If possible, he 
should report directly to the top execu- 
tive in charge of the entire program. 


After a fire-safety program has been 
formulated along these lines, it must still 
be sold to the company president or board 
of directors. In most cases you can count 
on the assistance of insurance advisors, 
brokers, or fire insurance company men; 
but it is well to remember that the more 
direct =nd intimate the presentation to 
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top management, the greater is the chance 
of getting an effective program off to a 
successful start under your own firm 
control. 

If your chief executive officer has 
moved up through the financial side of 
the company, your best strategy may be 
to stress the potential losses in dividends, 
plant investment, and stockholders’ sup- 
port that would result from major loss. 
Similarly, if he possesses an engineering 
background, your approach should be 
through the engineering angle of fire 
protection. (Incidentally, the man with 
an engineering background normally has 
a better appreciation of fire-protection 
problems and their solution than, for 
example, the man who has come up solely 
through the avenue of sales or finance.) 
If the president has come up through the 
sales department, your program might 
well strike a responsive chord when he 
is reminded of the difficulties with dis- 
gruntled and irate customers, loss of sales 
to competitors, etc., if a major loss should 
slow down or cut off production. 

If your plant is definitely an inferior 
fire risk, you know from first-hand ex- 
perience the difficulties of purchasing ade- 
quate insurance at a reasonable rate. Top 
management frequently does not recognize 
this situation unless it is clearly pointed 
out; obviously, the solution of such a 
dilemma lies in a well-executed fire-safety 
program. 





If on the other hand, your losses have 
been only moderate, you may well en- 
counter a complacent attitude, particu- 
larly when a capital expenditure seems 
necessary to improve fire safety. This 
can usually be overcome by constant re- 
iteration and analysis of the financial and 
production situation if a loss does occur. 
Much will depend, of course, on the 
viewpoint of the individual executive in 
charge of correlating the entire program. 

Once real interest in fire safety has 
been aroused, it is usually not difficult 
to carry out the desired program. How- 
ever, after such a program has been 
established, there is an unfortunate tend- 
ency to coast along on the assumption 
that everything has been done that should 
be done. Your responsibility is to main- 
tain interest and enthusiasm, and to make 
sure that top management comments from 
time to time on the importance of fire 
safety and reminds plant managers and 
superintendents of its continued interest. 

Developing and maintaining such a 
program is a real challenge to any insur- 
ance buyer. Experience has shown that 
success in meeting it can considerably 
enhance the stature of the insurance de- 
partment in the company, and lead to a 
fuller appreciation by top management of 
its services as watchdog and conservator 
of property, production, and finances. 


—From an address by J. M. HANLEyY before the New York Chapter, National Insurance 


Buyers Association. 





ANNUAL Old-Age and Survivors Insurance may increase in the next 50 years by 


amounts ranging from six to nine times the present level of disbursements, the 
New England Conference on Social Security in Boston was told recently. This 
alarming estimate—which would mean eventual OASI expenditures of between 
$15 billion and $20 billion a year, since current outlays are running almost $3 
billion—was provided by the Chairman of the House Ways and Means Sub- 
committee, which is investigating the government's social security system. 


—Washington Report (U.S. Chamber of Commerce) 10/30/53 
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MEDICAL COVERAGE FOR THE INJURED WORKER 


Ti sasic wea behind the 54 work- 
men’s compensation laws in the United 
States and its territories is that the em- 
ployer is liable for accidents and injuries 
suffered by workers on the job. There 
is no general assumption that this liabil- 
ity arises from neglect or poor safety 
devices; and, on the other hand, there 
is no assumption that the employee is 
blameless, since he may cause an accident 
through willful negligence or intoxica- 
tion. However, the question of fault has 
virtually disappeared. In 1917 the UV. S. 
Supreme Court ruled that a compensa- 
tion law in New York assessed liability 
without fault; but it refused to throw 
out the law as unconstitutional. The law's 
purpose, according to the high court, was 
to make the employer avoid accidents, 
and it was therefore in the public interest. 
Since then, all states have adopted some 
form of industrial accident insurance. 

The medical services to which an in- 
jured worker is entitled are just as im- 
portant as the compensation he draws 
during the period in which he cannot 
work. By July, 1953, 34 state and two 
federal laws provided full benefits for 
medical care, either by a ruling of the 
state compensation commission or by law. 
The remaining 18 states established medi- 
cal-care coverage through combinations of 
time limits and maximum amounts for 
doctors’ and hospital bills. 

There is much discussion today of the 
issue of extending medical coverage. 
Those in favor of unlimited coverage in- 
sist that only through full medical care 
can the worker be restored to a useful 
job and the long-term cost of compensa- 
tion payments be reduced. Opponents of 
full coverage say that the cost becomes 


prohibitive, especially in the case of oc- 
cupational diseases. Even states with 
otherwise liberal medical provisions have 
limitations on the more common occupa: 
tional diseases, such as silicosis. 

There is considerable variation among 
provisions relating to the selection of 
doctors under the laws. A number of 
states permit only the insurance carrier 
or the employer to select the physician. 
In others, the worker is allowed to pick 
his doctor from a pane! named by the 
carrier or the employer. 

Similarly, there is considerable differ- 
ence among the states on.the matter of 
supervision of medical aid and treatment. 
Less than half of the states employ med-* 
ical personnel, and many of the states 
that do have doctors retain them only 
on a part-time basis. 

The newest and possibly the most im- 
portant development in medical-compensa- 
tion coverage is the rehabilitation of in- 
jured workers. An increasing number of 
states are providing convalescent and 
post-operative training to prepare dis- 
abled workers for new jobs. The suc- 
cess of the armed forces and the Veterans 
Administration in returning injured serv- 
icemen to duty or to productive jobs has 
set the example. 

As yet, only a few laws provide for 
rehabilitation, but many of the states 
furnish training programs through their 
medical-care provisions. Rhode Island, 
Washington, Oregon, and Puerto Rico 
have set up rehabilitation centers exclu- 
sively for the training of injured work- 
ers. The savings achieved where a man 
who would otherwise draw compensation 
for several years is trained in another 
job are obvious. 


—Labor Policy and Practice (Bureau of National Affairs, Inc.), September 24, 1953, p. 3:4. 
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The Rising Cost of Security 


A SIGNIFICANT INCREASE in the scope of social security in coming years is fore- 
seen by the Social Security Administration. By 1960, it is predicted, almost twice 
as many people will be drawing pensions as in 1952; assuming no change in bene- 
fit schedules, benefit payments will more than double by then. 

If employment is high and costs relatively low, the OASI trust fund will increase 
steadily during the next century. Under less favorable employment and cost 
assumptions, the fund will build up for the next 20 or 30 years; but thereafter 
payments will exceed contributions until the fund is exhausted. 

—Labor Policy and Practice (Bureau of National Affairs, Inc.) 9/17/53 
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“ALL RISKS’ DESTRUCTION OF RECORDS POLICY. 
By Urban M. Lelli. The Weekly Under- 
writer (116 John Street, New York 38, 
N. Y.), October 17, 1953. 25 cents. The 
“all risks” destruction of records policy, sub- 
ject to a few limitations, not only offers pro- 
tection against more different kinds of perils 
than the fire contract but also provides cover- 
age on records that must be replaced or re- 
produced when copying data is not available, 
this article states. Special attention is given 
to the application of this type of policy to 
accounts receivable records. 


LEGAL LIABILITY IN FIRE. By R. A. Winslow. 
Credit and Financial Management, ~~ 
North Wesley Avenue, Mount Morris, Ill.), 
October, 1953. 25 cents. Outlining three 
types of fire losses the business man faces, this 
article advises that he examine his contracts 
and business methods to ascertain whether he 
has assumed more than his legal liability for 
fire damages to property of others which he 
does not rent, occupy, or use; and whether 
he has enough protection against losses re- 
sulting from damage to this property from a 
fire caused by his negligence, the negligence 
of his rg or other hazards. The use 
of general liability policies to cover these con- 
tingencies is discussed. 


UNEMPLOYMENT INSURANCE LEGISLATION IN 
THE STATES, 1953. IAPES News (449 South 
Second Street, Louisville 2, Ky.), September, 
1953. $1.00 per year. While 13 states 
altered their legal definitions of “employment” 
for unemployment insurance eligibility, only 
four made significant changes in their unem- 
plcyment compensation laws, this summary of 
1953 legislative action on the subject points 


680 


out. Connecticut provided mandatory coverage 
for state employees and—like Wisconsin, 
which also broadened its coverage of state 
employees—decided to finance benefit pay- 
ments on a reimbursable rather than a con- 
tributory basis; Washington extended coverage 
to employees of public utilities; and Florida 
closed a loophole in its coverage. 


WILLIAM LESLIE, JR., REPLIES TO WORKMEN'S 
COMPENSATION CRITICS. The Eastern Under- 
writer (93-99 Nassau Street, New York 38, 
N. Y.), September 25, 1953. 25 cents. Stating 
that workmen's compensation insurance aver- 
ages only one-half of 1 per cent or less of 
the cost of doing business, an official of the 
National Council on Compensation Insurance 
answers six specific charges commonly brought 
by employers against the present system of 
rate-making in this field. He asserts that em- 
ployers would become more safety-minded if 
they appreciated fully the extent to which the 
cost of industrial accidents exceeds the com- 
pensation premium they must pay. 


HARD FACTS ABOUT FACTORY FIRE HAZARDS. 
By J. L. Trenton. Commerce (Chicago Asso- 
ciation of Commerce and Industry, 1 North 
LaSalle Street, Chicago 2, Ill.), October, 1953. 
35 cents. Hazards that caused 2°75 fires, each 
costing $250,000 or more, are reviewed here 
as a sobering reminder that fire can disrupt 
or destroy any business. Based on a National 
Fire Protection Association report, the list 
shows that lack of fire division walls con- 
tributed to 66 per cent of the fires last year 
and that 70 per cent of the large plants swept 
by fire lacked automatic sprinklers and alarms. 
The author's analysis of these large losses 
points up the value of fully adequate controls. 
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DO’S AND DON’T’S IN PACKAGING DESIGN 


Yesterpay’s package was a container. 
Today's package is designed to function 
as a silent salesman. Into a selling pack- 
age goes increasing recognition that here 
is practically free poster space that can 
be employed to lure potential customers 
in transit, in the storeroom, and on the 
shelf. 

The basic problem is how best to use 
that free display space. Should you blow 
up the trademark or the brand name? If 
you are redesigning a family of products, 
should you introduce them one by one or 
all at once? How significant as selling 
space are shipping containers? In an 
average company solving these problems 
involves close cooperation among the 
sales, advertising, engineering, and pur- 
chasing departments, often aided by ad- 
vertising agency and industrial designers. 

Here are some guides to follow if you 
want to put more sell into your packages: 


Don't wed yourself to a package de- 
sign forever because it is good. No matter 
how much appeal a package has, periodic 
redesigns help to boost sales. This is es- 
pecially noticeable on lower-priced items 
(housewares, for instance) that move fast. 
The customer's probable reaction is that 
a new-looking package surely must have 
somethiag new or better inside. 


Pretest your package designs. Though 
expert designers can eliminate a good 
deal of the risk inherent in a change, the 
final arbiter is the consumer. Don’t freeze 
your design before it has been tested in 
the market. 


Integrate all the products by package 
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design. A satisfied customer of one 
product is a natural carry-over for an- 
other family item if the manufacturer's 
identity with both is immediately appar- 
ent on the shelf. 

Don’t skimp on outlays for top-quality 
reproduction and printing. Because the 
product as shown on the package label is 
so important in impulse buying, money 
and time spent on extra-fine reproduction 
often pay off. 

Make your trademark work. Many 
trademarks have an important value as 
identification, but don’t actively promote 
the product to first-time users. A good 
example of a working trademark is Do- 
minion Dairies’ “Major Treat,” used on 
ice cream products. The old trademark 
showed a light-opera major standing at 
attention; in the new trademark, “Major 
Treat” is leaning forward, offering the 
customer a plate of ice cream. 

Give the package a plus-use value. The 
oldest and one of the best methods is to 
create a reuse package. Another tech- 
nique is to make the package actively 
function in the use of the product. Ex- 
ample: A liquid product normally used in 
two-ounce batches comes in a bottle with 
two-ounce markings on a vertical scale. 

Unify the package design. The ideal 
package design has immediate impact. It 
identifies the product by use and brand 
name and stimulates a desire to buy. A 
jumbled or busy design with a number 
of disparate elements is a sure loser on the 
shelf, in a display, or on TV. 


Don't tell how—show how. Any prod- 
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uct that needs more than one make-ready 
step before use should have the sequence 
illustrated. An illustrated sequence looks 
simpler and more inviting than numbered 
steps with blocks of text. 


Don’t overpackage. A doliar item 
should only require a dollar's worth of 
shelf space. But it is also true that many 
items do not, by themselves, appear to 
reflect the cost of manufacture in design 
or size. To the consumer, they look over- 
priced. 

Despite the apparent simplicity of self- 
service logic, serious mistakes are still be- 
ing made in packaging. The American 
Rack Merchandisers Institute, which mer- 
chandises housewares in over 15,000 su- 
permarkets, has on file a number of pack- 
aging boners pulled by companies new to 
the field. The most frequent mistake is 
a busy or jumbled design. The best bet, 
says the Institute, is a package that shows 
the actual product (using cutouts or 
transparencies) and second-best is a good 
illustration. 


Other ideas which sell the store opera- 
tor as well as the customer: 

Use printed, corrugated liners in pack- 
ing so that they can be used for displays. 
Make certain all shelf cartons stack easily 
and stand without support. 


Design the package to conserve space. 
Self-service is predicated on fast-moving 
items. A smaller package means more 
units of the item in a display and more 
sales and dollars per square foot; it also 
means more items per shelf front. 

Design the package to give maximum 
opportunity for product inspection. Wher- 
ever possible, put the price on the pack- 
age. A prepriced product moves faster 
from the storeroom to the point of sale. 

Finally, if your product sells for more 
than $1 it may take more than a perfect 
package to merchandise it in self-service 
stores. A recent poll conducted among 
housewares manufacturers showed that of 
738 items carried in supermarket displays, 
691 retailed for less than $1 and only 
eight sold for more than $2. 


—James K. Brake. Dun’s Review and Modern Industry, October, 1953, p. 55:4. 


DOES YOUR LABEL PULL SALES? 


Iw A RECENT TEST, a certain product was 
sold under two different labels to 400 
housewives. One label was impressively 
designed; the other incorporated a num- 
ber of admittedly bad techniques. When 
queried later, 81 per cent of the shoppers 
said that the product under the better 
label was clearly superior. And a sub- 
stantial number clung to this opinion even 
after the test was explained. 

This case illustrates a simple but widely 
ignored fact: Consumers associate quality 
with attention-getting labels. A good 
label may well spell the difference be- 
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tween success and failure at the point of 
sale. 

With more and more merchandising 
depending on labels, a number of facts 
are becoming apparent which suggests 
certain important principles of label de- 
sign—principles which nevertheless are 
being violated by many companies in a 
wide range of product lines. 

1. Label legibility is important. Con- 
trary to widespread belief, shoppers do 
pause to check content, grade, size, etc., 
on the labels of competing brands. In 
tests of 150 supermarket shoppers, 94 per 
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cent read trade names no matter how 
small they were. Fifty-four per cent 
read everything in 12 point type or 
larger; 22 per cent read into 8 point type; 
but only a few read into 4 point type. 
Thus, it seems desirable to keep important 
remarks about your product in 12 point 
type or better. Comments on the 4-to- 
8-point level should be geared to win 
over the discriminating buyer, since a 
consumer who reads into small print is 
probably not the type to be impressed 
by plugs for the product. 

2. Subordinate words often have defi- 
nite connotations of quality. Such terms 
as “pure,” “100 per cent,” “special,” 
“new,” “imported,” “mellow,” “golden,” 
and “deluxe” rate high with consumers 
even though they're used over and over 
again. The word “old” has surprising 
pulling-power in many cases—far more 
than “new” or “modern.” 


3. The attention-getting value of label 
color may be sharply affected by neigh- 


boring displays. Surrounding colors can 
play hob with effects that looked good 
when the package sat alone on the sam- 
pling table. Yellow, for instance, ordinari- 
ly has high visibility against a black back- 
ground, but if it’s placed next to large 
areas of white or red, the effect is con- 
siderably weakened. Moreover, consum- 
ers unconsciously expect certain colors for 
various products. Labels for kitchen or 
bathroom items are best done in bright, 
piquant colors, while those intended for 
living room or bedroom are best in sub- 
dued, softer tones. 

4. The label should be suited to the 
market. Manufacturers who try to enter 
different markets with a single labeling 
policy may run into trouble. In some 
cases, it may be wise to gear the label 


to the interests of a special class of pur- 
chaser. Outstanding examples of this 
technique are the bread wrappers, sport- 
ing clowns, toys, and TV names, that 
appeal to children. 

Background is important in the de- 
sign of quality labels. Quality labels cater 
to a deep American feeling that products 
displayed in the home are symbolic of 
the host’s general taste. Simple if sophis- 


‘ticated names or symbols against rich, 


luxurious, but not ornate backgrounds 
gét best results. 


Symbols and brand names suggestive of 
the Anglo-Saxon culture connote quality 
to most peopie. Where applicable, pic- 
tures of top hats, royal lions, tudor coats 
of arms, etc., are extremely successful. 

Products traditionally associated with 
other cultures, like perfume (France), 
sherry (Spain), handbags and lingerie 
(France) are readily accepted under labels 
and brand names suggestive of those coun- 
tries. 


Labels picturing people or animals are 
risky. One firm put a picture of its 
founder on the label on its 25th anni- 
versary and discovered to its dismay that 
sales slackened almost at once. The 
founder, a man of great personal charm, 
nonetheless seemed on the evidence of his 
picture to be something of a grouch. 

Animal pictures may drastically cut 
sales—if the wrong kind of animal is 
shown. Cats, particularly, should be 
avoided, and rodents are even more un- 
advisable since even rabbits and squirrels 
evoke unpleasant associations. Hunting 
dogs, on the other hand, fall into a dif- 
ferent class. Like thoroughbred horses, 
they are often used as quality symbols for 
products to which they bear little rela- 
tion, such as men’s toilet preparations. 


—Distribution Report (Research Institute of America, 292 Madison Avenue, 
New York 17, N. Y.), Vol. 26, No. 28, p. 1:3. 
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Aircraft Engines in King-Size Cans 


THE OLD VAUDEVILLE gag about the bride who couldn't make dinner because she 
lost the can opener isn't funny to the Air Force or Air Materiel Command, 
because they are canning airplane engines and clothing for overseas use. It not 
only works, but successfully and more cheaply, too. 


The Air Force uses the world’s largest cans and uses wrenches instead of can 
openers to open them. The savings to the Air Force is over $6,000,000 a year, 
according to the American Iron and Steel Institute. The cans are made of 11- or 
12-gauge low carbon, hot rolled steel plates. Although they cost more than the 
wood crates or boxes used in the past, they are less expensive in the long run as they 
can be used over and over again. 


The engine cans—the world’s largest—are just as airtight as any you will find 
on your grocer's shelf with pork and beans. The cans are in two sections and 
flanged so the two can be bolted together. Humidity, the big bugaboo to engines 
in storage or shipment, is avoided by placing a moisture-absorbing substance inside 
the cans before they are closed. After the two halves are bolted together, 
dehydrated air is pumped in through a special valve and then the valve opening 
is sealed. 


The steel cans solve still another problem—that of shock during shipment. An 
elaborate mounting developed by Air Force engineers guards the engine against 
all forms of vibration. The canned engines are so thoroughly protected, they can 
be dropped, rolled completely over and even dunked in the ocean without damage. 
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QUALITY CONTROL ON “SHIPPERS” SAVES PACK- 
ER MONEY. By H. H. Slawson. The Glass 
Packer (55 West 42 Street, New York 36, 
N. Y.), September, 1953. 40 cents. How 
spot checking of corrugated shipping containers 
helps a large food packer get what he pays 
for and still keep damage low is described 
here, together with a simple container test 
routine. Examination of 88 shipments received 
in two months at the start of the study re- 
vealed that 37 did not comply with specifica- 
tions and that 40 per cent of all incoming 
cartons were defective on at least one or more 
points. 


POOR PACKAGES | HAVE MET. By E. A. Mal- 
loy: Printers’ Ink (205 East 42 Street, New 
York 17, N. Y.), Vol. 243, No. 9. While 
package design has undergone tremendous im- 
provements in recent years from the stand- 
point of merchandising and self-selling of the 
product, package designers, in the author's 
opinion, have failed miserably to come up to 
the requirement of making a package easy to 
use. He cites some examples of packages— 
which are to be found ii almost every pantry 
and - medicine. chest—that do a superior job 
of making the contents inaccessible, and are 
difficult and messy to re-use. 
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HERE'S HOW TO PACKAGE FRAGILE PRODUCTS. 
Flow (1240 Ontario Street, Cleveland 13, 
Ohio), June, 1953. 30 cents. Little is accom- 
plished by labeling a package “fragile” unless 
its contents have first been protected with 
suitable cushioning material. Besides discuss- 
ing desirable specifications for such materials, 
this article explains how a device for recording 
the severity and type of impacts sustained by 
a package during shipment can help to deter- 
mine the proper kind and quantity of cushion- 
ing needed to provide the most economical 
protection. 


HOW TO WRAP IT UP TO SELL ITSELF. Printers’ 
Ink (205 East 42 Street, New York 17, 
N. Y.), Vol. 242, No. 12. 25 cents. The pack- 
age is the key to sales success in the new 
help-yourself system of the retail store and must 
be fashioned with the special requirements of 
self-service and the appeals of competing 
media clearly in mind, 12 top package de- 
signers agree in this panel discussion. They 
contribute a number of practical suggestions 
on how trade marks, product names, color, 
copy, price information, packaging materials, 
and special shelf arrangements can be used to 
help a wide variety of products hold their 
markets in self-service competition. 
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THE WEB OF TIME. By Josephine 
Lawrence. Harcourt, Brace and Company, 
New York, 1953. 304 pages. $3.50. 


Reviewed by Elinore Morehouse Herrick* 


In The Web of Time Josephine Lawrence 
has written a powerful indictment of the 
forced retirement system so prevalent in 
American industry—and, indeed, in our 
schools and colleges. A more painful book 
this reviewer has never read. Yet it has very 
important lessons for modern management. 


In her story the author develops skillfully 
the emotions and experiences of a group of 
employees who have worked together for a 
long time, as one by one they reach the dread 
age of 65 and are forced to change their 
whole way of life. Miss Lawrence tells her 
story mainly through one man, Munsey Wills, 
who rejects the glibly given advice that he 
develop a “hobby” to carry him through the 
bleakness of his post-retirement life. To Mun- 
sey Wills, as to many other people, his daily 
office routine had itself been his life-long 
“hobby;” he had enjoyed the orderliness of 
his day and the details of his quite unim- 
portant job. 

We are shown how the protagonist, having 
married late in life because of the necessity 
to take care of his widowed mother, is con- 
fronted by the problem of a wife who is 10 
years younger. His “social security benefit,” 
and whatever the company added, isn’t enough 
to keep them going; so the wife whose passion 
for her home and the care of it is overwhelm- 
ing, is forced to go to work in a store—and 
she hates it. Not until Mr. Wills, after years 
of search, finds another job—this time as a 
uniformed guard in a museum—can the wife 
devote herself once more to the housekeeping 
she loves and the husband find happiness in 
his work. Small though the pay is, he again 
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has a daily routine which keeps him out of 
his wife's way during the day. 

Too often we forget that the homemaker 
has to face a hard adjustment when the bread- 
winner retires. It is not so much the econ- 
omies required by a smaller income that are 
so difficult to accept, as the “having nothing 
to do” and the complete break with the 
habits of a lifetime. The retired man who 
can't interest himself in collecting sea-shells— 
as was suggested to Munsey Wills—is driven 
to walk the streets and sit aimlessly in the 
parks, because he realizes that his staying at 
home would make his wife's adjustment that 
much harder. Few would commit suicide, as 
one of Miss Lawrence's characters does. But 
even more harrowing, as she describes it, is 
the premature aging of Mr. Wills that results 
from his forced retirement. 


It is both heartless and unsound in prin- 
ciple to assume that all women at 60 and all 
men at 65 have become less productive or 
reached the same level of physical impairment. 
For a long time we have been saying that a 
man (or a woman) “‘is as old as his arteries.” 
Modern research in geriatrics is proving the 
correctness of the old saying. We know that 
the aging process occurs at a different rate 
in each individual, but we continue to plan 
pension systems on the basis of retirement at 
a fixed time. For many, this makes retire- 
ment virtually a death sentence. 


An article in Business Week several years 
ago told of an English firm that “retired” its 
elderly workers to a special building where 
they could work at their own pace, for as 
long or short a period as each individual felt 
able to do, on specialty jobs where their stored 
experience could be used profitably, without 
the pressure of a production goal. The idea 
made a lot of sense to me; and it was cer- 
tainly kinder than the customary cruel prac- 
tice of automatic retirement. 











Perhaps because I am 58—though I don't 
feel “old"—The Web of Time seemed to me 
as lugubrious a book as I have ever read. 

Miss Lawrence refers only briefly to the 
attitude of young people toward their “social 
security." Those two words are the most un- 
fortunate that the New Deal could have 
chosen; the younger generation, as the author 
shows in a fleeting conversation among a 
group of youngsters, are altogether too con- 
scious of “security” as a goal and look forward 
to retiring as early as possible. Security thus 
becomes an artificial goal rather than a power 
which the individual builds up through mental 
and productive effort. 


Nevertheless, The Web of Time is a book 
that should be widely read by management, 
and its lessons taken to heart. Those who 
will read it will want to take a new look at 
their own firms’ retirement policies. 


American industry must modernize its re- 
tirement programs. We put far too many 
people on the shelf unnecessarily and cruelly. 


COMMUNICATIONS IN MANAGEMENT. 
By Charles E. Redfield. University of Chi- 
cago Press, Chicago, 1953. 290 pages. 
$3.75. 

Reviewed by Dale Yoder* 


In a brief preface to Mr. Redfield’s analysis 
of communication problems, John L. McCaf- 
frey notes that until about 1930 employers 
found little reason to be concerned about 
communications directed toward employees or 
the public. It was then, during the depression 
years, that executives discovered that “silence 
was not golden.” 


In contrast, management today recognizes a 
whole host of communication problems. These 
have attracted wide interest and become a 
favored field for study. Numerous specialists, 
including semanticists, psychologists, anthro- 
polog:sts, and others, have developed special- 
ized approaches to communications problems. 
Professional management associations give them 


* Director, Industrial Relations Center, 


University 
of Minnesota, 


686 


high priority in their conferences and publica- 
tions. 

In Mr. McCaffrey’s opinion, business execu- 
tives are confused by all this hubbub about 
communications. They need background, in- 
terpretation, and orientation. 

Mr. Redfield’s entry in the current compe- 
tition to provide such understanding includes 
16 chapters, presented in five major divisions 
which take up the role of communication, 
downward and outward communication, up- 
ward and inward communication, horizontal 
communication, and the future of communica- 
tion in management, in that order. The 
author begins with an explanation of the rea- 
sons for communication problems in modern 
industry. In part, he sees their roots in our 
general inability to use language effectively. 
Another factor is the high degree of specializa- 
tion in current employment, which creates dis- 
tinctive terminology and special terms and 
meanings. He notes that present attention to 
communications problems is complicated by 
elements of faddism. He points to the rash 
of pseudo-experts who seek high-level posi- 
tions close to the top and prescribe patent 
remedies, while ignoring the fact that com- 
munication must be an integral part of every 
job. 

Mr. Redfield sharply defines the somewhat 
limited types of communication with which 
he deals. These are “institutionally deter- 
mined” by the business organization—exclud- 
ing, for example, communication among union 
members as union members. The institutions 
of which he speaks are “formal producing, dis- 
tributing or service organizations”; the “rela- 
tionship between a superior and a_ sub- 
ordinate” is a central feature of such struc- 
tures. The “positional communication” thus 
defined creates a network that unifies the 
entire organization, 

The author outlines the special nature of 
institutional relationships in each of the major 
areas or types of communication: e.g., order- 
giving in downward and outward communicat- 
ing, administrative reporting in upward and 
inward communication. He then describes 
the principal media and communications de- 
vices: i.e., oral or written instructions, indi- 
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vidual messages and circulars, manuals and 
handbooks for downward communication, etc. 
He offers numerous practical suggestions, with 
most of which no one could quarrel: e.g., 
remove obsolete pages in manuals; systematize 
clearance of materials; facilitate transfers be- 
tween line and staff positions; etc. 

Mr. Redfield frequently refers to “theory” 
and “principles.” The chief theory, however, 
is not a theory of in-employment communica- 
tions but of organization and management. 
“Principles,” in the sense of demonstrated 
generalizations used for prediction and con- 
trol, are limited almost entirely to those relat- 
ing to the simplification of expression. 

He recognizes the need for a “yardstick” 
with which to measure the effectiveness of 
both individual media and the whole system 
of communication. He suggests, as such a 
yardstick, “such principles as clarity, con- 
sistency, adequacy, timing and timeliness, dis- 
tribution, adaptability and uniformity, and in- 
terest and acceptance” (p. 26). (This, it is 
clear, is a sort of “3-D” yardstick, or perhaps 
a “7-D” yardstick.) These of course are quali- 
ties—within which degrees should be measured 
by appropriate scales or yardsticks. It is dis- 
appointing that the author does not empha- 
size the desperate need for generally applic- 
able measures. 

The chief weakness of this book is its failure 
to face and to describe the fact that in in- 
employment communication today we do not 
know and cannot tell “good” communication 
from “bad.” It is far from enough—as Mr. 
Redfield concludes—"“to note that interest and 
acceptance represent an important final prin- 
ciple” (p. 40). We need evidence on this 
point—evidence that various and sundry “prin- 
ciples” of communication have validity. That 
evidence must await some generally accepted 
yardstick or yardsticks of the over-all effective- 
ness of in-employment communication. 

On the other hand, Communications in 
Management is useful, interesting, and a worth- 
while contribution to the literature on in- 
employment communications. It can aid in 
stimulating interest in and study of processes 
that lie at the heart of our system of voluntary 
employment. 
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SUCCESSFUL SALES MANAGEMENT, By 
Harry Simmons. Prentice-Hall, Inc., New 
York, 1952. 419 pages. $5.65. 


Reviewed by John M. Elliott 


The area covered by Mr. Simmons’ new 
book is much wider than its title suggests. In 
fact, it covers the marketing waterfront— 
without going too deeply into the water in 
most areas. It is basically an “idea” book, and 
the first chapter alone will be worth more than 
the price of the book to many busy execu- 
tives. 

Mr. Simmons has successfully accomplished 
the difficult task of assembling under one 
cover thousands of the best ideas of many 
leaders in the marketing and related fields. 
To do this he has sacrificed the “how to” 
factors, giving only very broad, general cover- 
age in such basic areas as selecting, training, 
and supervising salesmen. As a result, the 
book has limited value as a reference source 
for working out the details of these basic 
management technics. However, this was prob- 
ably not one of the objectives of the author, 
who himself indicates that the book will be 
of greatest value to the novice and to the ex- 
perienced sales executive. For the novice, 
Successful Sales Management provides a bird’s- 
eye view of the whole field; for the widely 
experienced executive it provides many worth- 
while checklists against which to measure his 
current operations to see if he is covering all 
bases as he runs. 

The book appears to incorporate the dis- 
tillation of hundreds of magazine articles. Some 
of the checklists which Mr. Simmons has ac- 
cumulated over a period of time are excellent, 
such as Ray Giles’ “50O-point product check- 
list” (p. 219); but there is much duplication 
and—perhaps of necessity—much superficiality. 

The book contains minor inaccuracies: in 
the author’s use of organization charts, for 
example, job classes and functions are freely 
mixed together. In one case, the function 
(presumably) of sales policies and planning 
appears to report to the sales executive's secre- 
tary (p. 53). (Actually, perhaps this isn’t so 
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tar afield as one might assume. Many a 
harassed sales manager does, in fact, feel he 
reports more to his boss’ secretary than he 
does to his boss, organization charts to the 
contrary notwithstanding!) 

The chapter on visual selling aids is par- 
ticularly well done, and would be worth the 
reading time of not only the thoughtful sales 
manager but the advertising manager as well. 
In “Selecting Good Salesmen,” as in other 
chapters, Mr. Simmons does a fine job of 
selling the importance and need of thorough 
selection, without listing the selection steps on 
a sequential basis or going into detail regarding 
the most significant points to look for in the 
interview. Insofar as the use of psychological 
tests is concerned, he gives no listing of the 
tests most widely used for selecting salesmen 
and management trainees—in fact, makes no 
mention of the basic differences between stable 
sales prospects and management trainees in 
setting selection standards. He dismisses the 
subject of psychological tests with the gen- 
eralization that some are for ‘em, others against 
*em, but he suspects they may have some “sup- 
plementary” value. 

In the salesman+training area, he again 
makes a persuasive case for the advantages of 
training, but does not go into the relationship 
of information and skills in the training 
process, the training principles or learning 
principles, and how they can be put to best 
use by the trainer. ‘ 

The author also touches in a general way 
on the importance of good supervision, but 
fails to spell out the “make or break” key 
points in the three factors of supervision: 
direction, motivation, and control. 

To the busy sales executive charged with 
over-all responsibility for his firm’s marketing 
activities—whether he has 10 salesmen or a 
thousand—who is looking for some new ideas 
or a fresh point of view, Successful Sales 
Management may be of value; but it will be 
disappointing to the person entrusted with the 
preparation of an employment manual or a 
training manual. 

It is truly an “idea book,” and a compre- 
hensive one—but it stops there. 
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COLLECTIVE BARGAINING: Negotiations 
and Agreements. By Selwyn H. Torff. 
McGraw-Hill Book Company, Inc., New 
York, 1953. 323 pages. $5.50. 


Reviewed by Jules J. Justin* 


It is not an easy job to take the issues that 
commonly arise in present-day collective bar- 
gaining, explain the conflict over them be- 
tween management and unions, give the 
arguments advanced by each party at the 
bargaining table; and then show how the col- 
lective bargaining contract reconciles that con- 
flict. That is just what Mr. Torff has done in 
Collective Bargaining—and he has done it 
right well. 


In readable-writing style, without try 2g to 
say two things at the same time and with 
hardly any footnotes to distract the attention, 
Mr. Torff carries the reader on a journey 
through the labyrinth of the typical labor con- 
tract. He describes representative clauses 
covering nearly all of the usual issues that 
labor negotiators meet at the bargaining table 
today, and explains the problems that arise 
in negotiating those issues. Altogether, he 
succeeds admirably in his purpose—which, as 
he states it, is “to give the uninitiated layman 
or student an uncolored version of the subject 
matter and workings of the American collec- 
tive bargaining process.” 


In Part I of his book, Mr. Torff briefly 
describes the historical background of col- 
lective bargaining and summarizes major fed- 
eral and state laws affecting the process. He 
tells something of the organizational setup of 
unions and shows how the parties’ represen- 
tatives function at the bargaining table. 

Next, in Part II, the author discusses the 
negotiation of such “non-economic” issues as 
union security and management's rights; con- 
siders clauses dealing with seniority and em- 
ployee movements on layoff, promotions, and 
transfers, in and out of the bargaining unit; 
and discusses the “no strike—no lock-out” 
clause, explaining how the Taft-Hartley Act 
affects negotiations on that subject. He has a 
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word to say on a number of “miscellaneous 
non-economic” issues, such as health and 
safety, restrictive work clauses, leaves of ab- 
sence, military service, anti-discrimination 
clauses, and bulletin boards. 

In Part III, Mr. Torff discusses bargaining 
over the usual economic issues, such as gen- 
eral wage increases, establishing typical wage 
structures and methods of wage payment, 
vacations, holidays, and employee benefit 
plans. In Part IV, he describes briefly the 
accepted contractual methods—grievance ma- 
chinery and arbitration—used to administer 
the contract during its term and tells a little 
about how each process works. 

In general, he adequately covers the high- 
lights of collective bargaining and succeeds 
in giving the essence of the issues discussed, 
varied as they are. 


Only where he strays from collective bar- 
gaining and ventures into the field of arbitra- 
tion does he get into too-deep water. Thus, 
in discussing the “bumping problem” under 
seniority, Mr. Torff says: 

The undesirability of the bumping 
practice is so generally recognized that, 
even where the collective bargaining 
agreement does not expressly rule out 


this practice, the agreement will not be 
construed to permit bumping. (p. 118) 
Here Mr. Torff errs because he misconstrues 
the meaning of “bumping” under the labor 
contract. His error probably arises because 
he takes out of context or too literally what 
some arbitrators may have said about bump- 
ing; for, in the same paragraph, he says: 
Arbitrators, passing upon the issues of 
whether a seniority clause provides for 
bumping, have held that, unless it is 
clear from the language of the agree- 
ment that the seniority provisions con- 
template the practice of bumping, any 


doubts will be resolved against permitting 
that practice. 


This is confusion compounded. Bumping is 
not an “independent practice;” it does not 
exist separately and apart from the seniority 
right of job preference or priority given by 
the seniority clause. Bumping is a functional 
term, applied to one of the means or ways by 
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which the seniority clause operates. Bumping 
effectuates the preference or priority with 
respect to a given job that the seniority clause 
gives one employee over another, or over other 
employees who are in the bargaining unit or 
are covered by the contract. The employee 
who has such preference or priority, by virtue 
of the seniority clause, exercises his priority 
by taking the job. If another employee hap- 
pens to be in that job at the time the prefer- 
ence or priority is exercised, he is displaced,— 
that is, “bumped out’—by the one who 
has the priority. Bumping simply means 
displacing an employee from a job because 
of the application and operation of the 
seniority clause, and the exercise of the 
seniority right under the clause. 


Bumping does create serious problems, as 
Mr. Torff points out, for the parties as well 
as their arbitrator. But these problems arise 
not from the “practice of bumping” but from 
the way the seniority clause is drafted and 
applied—particularly where the seniority pre- 
ference given can be exercised within a very 
broad unit or applied among a very large 
grouping or family of job occupations. In such 
cases, the operation of the seniority clause and 
the exercise of the preference under it may 
set up a chain of “bumping reactions.’ Then 
the question often arises as to whether the 
parties intended “chain bumpings” to take 
place, with the resulting adverse effect upon the 
efficiency of operations. If the contract limits 
the “practice of bumping,” as Mr. Torff puts it, 
then it limits the exercise of the preference 
granted an employee under the seniority clause. 
If the contract is construed to “rule out” 
bumping—as Mr. Torff suggests—then, to that 
extent, it “rules out” the seniority preference 
itself. 


In his brief summary of the arbitration 


process, the author says: . it should be 
noted that the arbitrator has no subpoena 
powers either with respect to witnesses or docu- 
mentary evidence .. .” (p. 312). Actually, in 
some states arbitrators do have authority to 
issue subpoenas for witnesses and records that 
are material to the issues in dispute. 


Again, in noting that an arbitrator is not 
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bound to follow the decisions of other arbitra- 
tors, Mr. Torff says: “. . . although where a 
point of law is involved, he [the arbitrator} 
is bound to follow the rulings of the courts 
having jurisdiction over this point. . ¥ 
(p. 312). 

His meaning is not entirely clear. Under the 


of law or procedure. They are deemed to 
be judges of the law as. well as of the facts 
of the case. 

In the areas of collective bargaining, Mr. 
Torff has done an excellent job. His book 
can be read profitably by many of manage- 
ment’s staff and line personnel, and as a 








law which prevails in most states, arbitrators 
are not bound to follow either the strict rules 


refresher by some of its negotiating-team mem- 
bers. 
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THE WHOLE MAN GOES TO WORK. By Henry L. Nunn. Harper & Brothers, New York, 1953. 
214 pages. $3.00. The personal story of a businessman with deep convictions about industrial 
democracy, this autobiography describes Mr. Nunn’s development from a $17.50-a-week book- 
keeper into a founder of the Nunn-Bush Shoe Company; the evolution of his philosophy of 
labor relations and belief in the “whole man;” and the application of his philosophy in such 
pioneer efforts as the Nunn-Bush Share-the-Procuction Plan. It is also an account of Mr. 
Nunn’s participation in several government missions and of his thinking on a variety of topics, 
from politics to vegetarianism. , 


ENCYCLOPEDIC DICTIONARY OF BUSINESS. 


Prentice-Hall, Inc., New York, 1952. 704 pages. 
$10.00. The 3,267 entries in this dictionary of business terms, methods, and practices are 
arranged alphabetically (from “A.F. of L.” to “zoning”). Among the topics treated in detail 
are accounting procedures and banking, brokerage, mortgage, and loan terminology; credit and 
collections; business letter-writing practices; advertising; sales force management; business in- 
surance; business law; labor relations; real estate; and corporate meetings, minutes, and 
resolutions. 


DESIGN FOR DECISION. By Irwin D. J. Bross. The Macmillan Company, New York, 1953. 276 
pages. $4.25. Described here is a method of reaching decisions and solving problems by 
“statistical decision,” which combines principles derived from such areas as the theory of 
games, cost accounting, information theory, logic, and economics. Explaining that decision- 
making involves (1) predictions and a knowledge of probabilities, (2) value judgments, and 
(3) criteria for action, the author relates these factors mathematically to provide a system of 
decision-making applicable to a wide variety of problems. A clear and simple statement of a 
complex theory. 


RESEARCH OPERATIONS IN INDUSTRY. David B. Hertz, Ed. King’s Crown Press, Columbia 
University, New York, 1953. 453 pages. $8.50. A compilation of 30 papers delivered at 
several conferences sponsored by the Department of Industrial Engineering, Columbia University, 
this volume covers the broad fabric of all aspects of the research administrator's problems. 
Beginning with the philosophy of industrial research, the sections take up economics, costs, 
and budgeting; personnel; planning of programs and research facilities; methodology and design 
of experiment; operations research; and communications and technical information services. 
Selected conference discussion is included. 
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GEOGRAPHIC FEATURES OF THE AUTOMATION OF INDUSTRY. By David G. Osborn. Research 
Paper No. 30. Department of Geography, University of Chicago, Chicago 37, Ill., 1953. 106 
pages. $3.00. By far the most significant geographic effect of automation, the author finds, 
lies in the more effective utilization of space (land and floor area) and human effort. Though 
no actual shifts in location of existing plants are observed in the study, automation'’s tendency 
to free plant location somewhat from the controlling importance of land and labor forces is 
noted. The author also stresses the importance of instrumentation in the automatic factory, 
and the possibilities of automation for achieving lower transportation costs and new population 
patterns, including greater decentralization from urban centers. 


HOW TO WRITE SUCCESSFUL BUSINESS LETTERS IN 15 DAYS. By John P. Riebel. Prentice-Hall, 
Inc., New York, 1953. 276 pages. $4.95. Outlining one simple step to take every day to 
produce more effective business letters, this book offers a fresh approach to such common 
letter-writing hazards as being firm but friendly, declining an invitation, refusing a service, or 
collecting an overdue bill. Sample letters and a glossary of cliches to be avoided are included. 


INDUSTRIAL RELATIONS 


BARGAINING ON PRODUCTIVITY—A MANAGEMENT GUIDE. By Fred Rudge. BNA Inc., 1231 24th 
Street, N.W., Washington, D. C., 1953. 146 pages. $5.75. This monograph on productivity 
as a factor in wage determination traces the history of this labor demand, clarifies the labor 
position on it, describes and evaluates yardsticks that are available to measure it, and gives 
practical suggestions to management negotiators. The author outlines a method by which a 
company can construct its own productivity index. 


ENRICHING THE YEARS. Available from State Senator Thomas C. Desmond, Chairman, New 
York State Joint Legislative Committee on Problems of the Aging, 94 Broadway, Newburgh, 
N. Y. 199 pages. Gratis. A unique legislative report on the five-year activities of New York 
State’s Committee on the Aged, stressing the human aspects of the problem. Authorities on 
medicine, education, employment, and social work have, in addition, contributed articles on 
efforts in their fields to enlarge the horizons of the aged and to improve opportunities for 
health, employment, and security. The head of a large super-market chair: points out, in an 
article on “Modern Management and Older Workers,” that industry is prone to leave the 
problems of old age to “mass planners” rather than to give individual cases the specialized 
attention they require. 


HANDBOOK OF PERSONNEL MANAGEMENT. By George D. Halsey. Harper & Brothers, New 
York, 1953. 468 pages. $6.00. The second edition of this useful and comprehensive text and 
reference work for executives and personnel workers includes a new chapter on “Organization 
for Personnel Management” and expanded treatment of the problems of two-way communica- 
tion between workers and management, new methods of employee merit-rating, and pre-employ- 
ment tests. Liberally documented with case materials from the author’s broad experience and 
reading in the field. 


WOMEN AS WORKERS. Women’s Bureau, United States Department of Labor, 1953. Superin- 
tendent of Documents, U. S. Government Printing Office, Washington 25, D. C. 112 pages. 
50 cents. Based on Bureau of the Census data and containing a number of tables and charts, 
this is a statistical guide to the changes which have taken place in the female labor force from 
1940 to 1950 and to the long-range trends to which these changes point. The 10 chapters 
cover such factors as occupations, age, marital status, income, and education of working women; 
the incidence of unemployment and job turnover among them; the industry and class distribu- 
tion of women workers; and the size of the female labor reserve. 
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THE FOURTH MENTAL MEASUREMENTS YEARBOOK. Edited by Oscar Krisen Buros. The Gryphon 
Press, Highland Park, N. J., 1953. 1163 pages. $18.00. This valuable reference work is the 
seventh in a series of publications designed to assist test users in industry and other fields 
to locate and evaluate tests and books on testing. Covering the years 1948 through 1951, the 
present edition lists 793 tests, 596 original test reviews by 308 reviewers, 53 excerpts from test 
reviews in 15 journals, and 4,417 references on the construction, validity, use and limitations 
of specific tests. Fifty-four per cent of the 793 tests have been reviewed by one or more 
reviewers. In preparing this compilation, the editor has attempted to list all commercially avail- 
able tests—educational, psychological and vocational—published as separates in English-speaking 
countries in the four-year period. The second major section, on Books and Reviews, lists 429 
books on measurement and closely related fields and 758 excerpts from book reviews in 121 
journals, Here, again, the editor has attempted to cover all material published in the four-year 
period in English-speaking countries. 


AMERICAN LABOR FROM DEFENSE TO RECONVERSION. By Joel Seidman. The University of 
Chicago Press, Chicago, 1953. 307 pages. $5.50. A study of the changes in collective bargain- 
ing and in union strategy and growth which occurred in the defense crisis preceding World 
War II, the period of hostilities, and the immediate post-war years, when millions of new 
unionists were absorbed into the labor movement. The period covered by the author’s account 
—which is based largely on union source materials—extends to the passage of the Taft-Hartley 
Act, which, he states, “marked the end of a dramatic era.” 


THE INTERNATIONAL LABOR MOVEMENT. By Lewis L. Lorwin. Harper & Brothers, New York, 
1953. 366 pages. $5.00. This history of the international labor movement from the depression 
years to today describes in detail the conflict between the International Confederation of Free 
Trade Unions (supported by the unions in most western nations) and the Communist-dominated 
World Federation of Trade Unions. It evaluates labor's part in shaping official international 
policies, the effect of labor participation in the United Nations, and the probable influence of 
the international trade union bodies on future world events. 








STATEMENT REQUIRED BY THE ACT OF AUGUST 24, 1912, AS AMENDED BY THE ACTS 
OF MARCH 3, 1933, AND JULY 2, 1946 (Title 39, United States Code, Section 233) SHOWING 
THE OWNERSHIP, MANAGEMENT, AND CIRCULATION OF 
THE MANAGEMENT REVIEW, published monthly at New York, N. Y., for October 1, 1953. 
1. The names and addresses of the publisher, editor, managing editor, and business managers are: 

Publisher, American Management Association, Inc., 330 West 42nd Street, New York 36, N. Y.; Editor, 

M. J. Dooher, 330 West 42nd Street, New York 36, N. Y.; Managing editor, None; Business manager, 

James O. Rice, 330 West 42nd Street, New York 36, N. Y. 


2. The owner is: (If owned by a corporation, its name and address must be stated and also immediately 
thereunder the names and addresses of stockholders owning or holding 1 per cent or more of total amount 
of stock. If not owned by a corporation, the names and addresses of the individual owners must be 
given. If owned by a partnership or other unincorporated firm, its mame and address, as well as that 
of each individual member, must be given.) American Management Association, Inc., 330 West 42nd 
Street, New York 36, N. Y.; Lawrence A. Appley, President, 330 West 42nd Street, New York 26, N. Y.; 
James L. Madden, Treasurer,-1 Madison Avenue, New York 10, N. Y. 


3. The known bondholders, mortgagees, and other security holders owning or holding 1 per cent 
or more of total amount of bonds, mortgages, or other securities are: (If there are none, so state.) None. 


4. Paragraphs 2 and 3 include, in cases where the stockholder or security holder appears upon the 
books of the company as trustee or in any other fiduciary relation, the name of the person or corporation 
for whom such trustee is acting; also the statements in the two paragraphs show the affiant’s full knowledge 
and belief as to the circumstances and conditions under which stockholders and security holders who do not 
or upon the books of the company as trustees, hold stock and securities in a capacity other than that 
of a bona fide owner. 


M. J. DOOHER, Editor. 
Sworn to and subscribed before me this 14th day of September, 1953. 


MARGARET LYNCH, Notary Public. 


(Seal) (My commission expires March 30, 1955.) 
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Marketing research is an investment in future sales - - - 
HOW ARE MARKETING EXECUTIVES MAKING IT PAY OFF? 


© How is marketing research organized? 
© What are its current uses? 
© How is it being conducted? 


© What does it cost? 


© How can it be made more effective? 


Here are the answers! 





fee Research Report 22 


To provide marketing executives with a clear 
and authoritative. picture of marketing research 
as it is being used today in leading companies, 
AMA conducted an extensive research study of 
current practices. The results are now available 
in this highly readable report by a leading expert 
in the marketing research field. 


Marketing research is one of the most dynamic 
management tools available to any business that 
has a product to sell, The long-felt need for more 
specific facts about its use is abundantly ful- 
filled in this important new AMA report. 


What are leading companies doing? Here are 
the findings of an extensive study in companies 
of various sizes, designed to show you specifically 


Partial Outline of Contents 
A SURVEY OF INDUSTRY PRACTICE 


. Expenditures for marketing research. Pro- 
portion of sales dollar. Relation to ssles 
volume. Range within volume groups. 
Variations by type of marketing. 


. What proportion of companies do market- 
ing research? 


. How marketing research is assigned within 
the organization. 


. What specific activities are performed? 
How do activities vary with type of 
marketing? Trends in research emphasis. 


. Areas most in need of improvement. 


6. The research man’s place in the organiza- 


COMPANY PRACTICES 
IN 
MARKETING RESEARCH 


By Richard D. Crisp 


e@ $2.50 (AMA members $1.75) 


how marketing research is being used today to 
make marketing activities more effective. 


How can you get a better return on your 
research dollar? No matter how small or large 
your company may be, you can profit from read- 
ing this important book, for it examines in detail 
a!| the elements of a balanced research program, 
If your company is considering establishing a 
formal marketing research program for the first 
time, you will find here specific facts that will 
help you to organize an effective program. If 
your company has a “going” program, this study 
will enable you to compare your research ac- 
tivities with those of leading companies and 


will suggest ways to revamp your program for 
more profitable results. 


tion. Most frequent title. Responsibility 
for part-time assignments. To whom does 
the marketing research man report? Size 
of the department. Salary ranges. 


MARKETING RESEARCH IN ACTION 


. Determining industry trends and company 
market position. 


. New-product development and product 
research. 


. Increasing the effectiveness of sales man- 
egement. 


WHAT DOES THE FUTURE HOLD? 
10. Trends in expenditures. 


AMERICAN MANAGEMENT ASSOCIATION 


330 West 42nd Street 


New York 36, W. Y. 
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MANAGEMENT COURSE 
1953-1954 


STEADILY increasing number of companies are integrating the AMA Manage- 
ment Course into their own management development programs. More than 
1,000 executives representing over 400 companies have been enrolled in the Course 
since its first sessions were held in February, 1952. All sizes and types of industries 
and services are represented in the enrollments, and the individual registrants hold 
upper-level positions in every major function of business activity. Approximately 
350 graduates now hold Management Course certificates of completion. 


Distinctive Features of the AMA Management Course 


Aids business in the development of its leaders. 

Assists the experienced executive in applying his fullest abilities to the performance 
of present tasks. 

Prepares him for wider responsibilities. 

Teaches basic principles, skills, and tools required for effective management in any 
type of company or activity. 

Offers on integrated approach te the sound solution of management problems. 

Provides instruction by operating executives who have successfully applied basic 
management principles. 

Presents practical subject matter in a condensed form and at a fast pace. 


Stimulates many useful ideas and patterns of action through interchange of manege- 
ment experience. 


Utilizes Course materials comprising a synthesis of the best current management 
thought and practice. 
® Assures on-the-job applicatio:s of the Course instruction through clinic follow-through 
and review. 


® Permits convenient scheduling of attendance with minimum consecutive time away 
from work. 


The AMA Management Course consists of five units, each taking one week 
(5 days) to complete. Units may be taken in consecutive weeks or intermittently over 
@ period of time. The fee is $800 for the full Course. 

Weekly schedules for registration in the first unit of the Course during the 
1953-1954 school year are as follows: 


ie December 14-18, January 25-29, February 22-26, March 22-26, April 19-23, 
ay 17-21. 


COURSE CURRICULUM 
UNIT ONE: BASIC PRINCIPLES, SKILLS AND TOOLS OF MANAGEMENT 
UNIT 7WO: PLANNING AND CONTROLLING 
| UNIT THREE: ORGANIZATION BUILDING | 
UNIT FOUR: APPRAISING RESULTS AND TAKING ACTION 
UNIT FIVE: APPLICATIONS CLINIC 
For copies of the brochure describing more fully the course content 
and attendance schedules, write: 


Director, AMA Management Course 
Hotel Astor, Times Square, New York, New York 
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